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Statement as of December 31, 2006 of the Blue Care Network Of MiChigan

ASS

ETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONdS (SChEAUIE D)....cvvrrireercireeiiesineriecieseeieeessesssesssse s esssesssssssssssessssssssesssnnns | oesssssessnned 43,222,522 [ ..ovveoeereeeneeinein | i 43,222,522 | ............ 160,725,731
2. Stocks (Schedule D):
2.1 Preferred SIOCKS. ... [ e | s | e 0 [
2.2 COMMON SIOCKS......cvuurversreerriereeirriesesseesseesse s sessssesssessteessssessssens | seesseesenns 230,989,723 | ...cvvvvennee 117,864,424 | ............. 113,125,299 | .o 1,775,858
3. Mortgage loans on real estate (Schedule B):
31 FIISEIENS. ..o | s | s | (U N
3.2 Other than firSt lIENS........cc.ciiiiciiicieesie s [ sreesssiesinessssiessssessenes | ceseesisessnsssssssessnesssssas | sriessssessessesesessnsea (U N
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §.......... 0
ENCUMDIANCES)....vcvverireeseiesesssssssssssssssssssessessssssessessasssessessasssessessssssssssssssssssnssans | sessssnssssssssssssssssnssessenses | soessesssssssssmssssssnssmssessanss | sesssssmsssssssssessesssssones (01N
4.2 Properties held for the production of income (less §.......... 0
encumbrances)
4.3  Properties held for sale (less $
5. Cash ($.....24,288,063, Sch. E-Part 1), cash equivalents ($
Sch. E-Part 2) and short-term investments ($
6. Contract loans (including $
7. Otherinvested assets (Schedule BA)
8. ReCeivables fOr SECUMLIES...........ccvucciuiiiiicicicseeeiresississsisessiessissesssesenes | sevesiiesisesesiesisessesses | e | o essseeees 0 [
9. Aggregate write-ins for iNVEStEd @SSELS........c.vvreriierrireire et
10. Subtotals, cash and invested assets (Lines 1 to 9)
11. Title plants less §.......... 0 charged off (for Title INSUFETS ONIY).......overeruenrerrereinernirneeeens | eerrerneeneereissssssinsisnsensenes | seeseeneessessssssessessssssssses | coseesmesnssnsssssssssssesnesnd (01 O
12.  Investment income due and 8CCTUEM...........c.ouiiiiiiiiieiins e nessssssnnes [ e 6,079,343 | ..o | e 6,079,343 | oo 6,438,903
13.  Premiums and considerations:
13.1  Uncollected premiums and agents' balances in course of collection............cceeews | cevevrereriinns 7,015,409 | .oovovverrrrinen. 195,217 | o 6,820,192 | ..covvvrene. 16,956,152
13.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including $
13.3  Accrued retroSPECHiVE PrEMIUMS........cuuriueereereeeieeereeeeeseesesneesessesssssesssssssssesssssnes | seseeesssssnsssssssssssssssssssans | seesessmssssenssssssnssnsssessnssns | seseesmesssssssmmssnssnsssnsen (01 ST
14. Reinsurance:
14.1  Amounts recoverable from FBINSUIETS............c.ccuriniiieinninirneinnissesnnesnieenes | s | o | e 0 [
14.2 Funds held by or deposited with reinsured COMPANIES.............ccevviieriiiereeereenns | e | e | v (01 [OOSR
14.3  Other amounts receivable under reinSUrance CoNracts..........c..ccvevnimereeerreniins | revnriinerneisnisesnenneses [ o | s 0 [
15. Amounts receivable relating to UNINSUTEd PIANS.......cc..cveverieirrieieieieieeseesieessssssesees | ensesnesnssnsssnsssssessenssessens | seesssssssnsssssnsssssssssssnsses | sensssmssessssssmssssssssansens (01
16.1 Current federal and foreign income tax recoverable and interest thergon..........cccccvveves | eoveeieieeiiseeiesinieiens | e | oo (01 ST
16.2 Net deferred taX @SSEL........criirriiincerirese e ssesstenisnsessseninns | srsessenensessesssensessssessnes | cresereesnessssenessnesesenenss | oreresssesienesseseneees (0
17.  Guaranty funds receivable OF ON dEPOSIL.........ccccueviierieiciiieeiesesseese e ssesssessenes | ererissesssessessssessssesees | oeresssesssnsssssessssesssens | crnessssssesssssssessnsens (01 ST
18. Electronic data processing equipment and SOtWare.............ccc.vveeveevrecineiceveiceeeeeiens | e 4,726,565 | .......coc..... 3,195,220 | .o 1,631,345 [ oo 1,389,968
19. Furniture and equipment, including health care delivery assets ($.....1,457,130)......cc.... | cooevvrrrecnna. 6,985,514 | .oceverernens 5,528,384 | ..cccvvvernnn 1,457,130 | .o 3,366,100
20. Net adjustment in assets and liabilities due to foreign exchange rates
21. Receivables from parent, subsidiaries and affiliates............ccceovieceeniineeienisicieeinns | e 9,212,476 | oo 16,423 | .ovvereinnn 9,196,053 | .ocvoverrrnns 8,758,251
22. Health care ($.....6,577,098) and other amounts receivable...............ccc.coevurveeereeeeeemeenes | ceveeeeeeeriennns 8,829,185 | ..ccevvernee. 2,096,631 | ..coevernvees 6,732,554 | .ocvverrae 7,419,652
23.  Aggregate write-ins for other than invested assets..........c.oceeeieeieieereseieeseseininns | rsresissessens 3,198,625 | .o 3,198,625 | oo (01 O 0
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 1010 23)........uuveumcuereimerieeesesessseessesssseesesesmsesssssssssesssssssesssns | svneesssnees 782,980,367 | ... 132,094,924 | ............. 650,885,443 | ............. 697,705,479
25. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNtS.........ccce. | covvvvreeerrereriesesienienees [ e | e [0 O
26. TOTALS (LIN€S 24 @NT 25).......c.cveerireereeriereireeeireeeesseessseeessessssessssesesasesssssssssssssessees | svneesesnces 782,980,367 | ............ 132,094,924 | ............. 650,885,443 | ............ 697,705,479
DETAILS OF WRITE-INS
09071, oottt Rttt | cebsesss st stenes | reeetenn st | ress et (U
0902. ..ot | cersrssi st ennstenes | et ensnes | rens et (U
0903, oottt Rttt | cebsenss ettt ntenes | resetenns st | reni st (U R
0998. Summary of remaining write-ins for Line 9 from overflow page...........ccocvvvvvveeveereeens | evvevieeeeescsiecenad (01 U (11 (01 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 aboVe)...........cooovvevvveeereireeneeieceens | i (U (U P (U1 0
2301. Due from University of MIChIGan.............ccoveveuericvieieeecsieseies et esssssssessesens | eveesissensenens 1,893,195 | .o 1,893,195 | oo (01 [OOSR
2302. Prepaid EXPENSES. ......vuvvieiiriieieietesssse s sssse e ssss st st ses ettt ssss s sssssnsessnsaeses | essesiesnsenies 1,299,646 | ................. 1,299,646 | ..oooovvvececied (01 ST
2303. Other Accounts RECEIVADIE.............c.ucviuriniieeeisec e

2398. Summary of remaining write-ins for Line 23 from overflow page

2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 abOVE)......ovriuernrininiereeeeesieseeeens




ofdecember 31, 206 ine. BlUE Care Network of Michigan

Statement as
LIABILITIES, CAPITAL AND SURPLUS
Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less $.....7,857,452 reinsurance ceded)...........couovvrrvrmmmrrrerriresiisseinns | cevvemsrisnins 213,946,219 | ..o 8,549,396 | ..cccvvrrrrene 222,495,615 | .cooveeveeeenee 199,792,534
2. Accrued medical incentive pool and bonus amounts.............ccccevevcvereererisienieninnns 48,913,134 [ oo | e 48,913,134 [ .o 46,155,302
3. Unpaid claims adjustment XPENSES..........c.cceruieevircreieiieieieteeee s sssessesessessens | coereiessssesieens 5,778,670 | .oooveeeeereeeeeeeesies | e 5,778,670 | ..o 4,911,091
4. Aggregate health POlICY FESEIVES........cciurirriririeeieeese st stssessstenssnssenes | eeeessesesrenas 4,955,936 | ..oveeveeeieereeeeneieieees [ e 4,955,936 | ..oovrurrrriinnennd 6,715,144
5. AQQregate life PONICY FESEIVES........ccvvrurreereirrinneiseieeinssieeiessesseessssseesesessssessssssssssssnees | sessessnsesssssssssssssssssesssssnnss | eesessersssssssnsssssesmssssssnsss | sessesssessssesssesssessssnnes (0 R
6. Property/casualty unearned Premilm MESEIVE. .........crurueermrerrereermeeseeneesnesnssssssnssnssens | sevseesnsesssssssnssessssssesssssnnss | eesessmsesesssssssssssnssssssnsss | sessesseessessssssessssessnssnees 0 oo
7. Aggregate health Claim MESEIVES.........c.cocueiiciceeeee e sstessesaens | eeresinse s sessssesesenes | evresiesissesisssesssssssessnsens | esessessesesssssses s ssans 0 oo
8. Premiums received in @dVANCE..........ccouuiurieiienniiinisrieisrisssiesissiessisesissesssssesisenes | oreenseiesinees 31,838,588 |.....covverierrrrirrreinrinns [ e, 31,838,588 |.....ccccvveuv. 27,366,622
9. General expenses dUE OF ACCTUBT...........ccuvueuvercreiiseeiersiessseise e sssss e ssssssenes | cressesiesissennns 35,001,127 | oo | e 35,091,127 | .o 33,364,805
10.1 Current federal and foreign income tax payable and interest thereon
(including $.......... 0 on realized capital gaiNS (I0SSES))........ccerreverrrerrerrirrereresieieseeess [ cerreieiieesiess sy | creveesiesesesisssssssesseseessnns | seesesinssesessesssssesssnessses (0 T
10.2 Net deferred tax lIability..........covreiirmeeiisceseniiesssesiesnsses | e nessssessees | oreenssiesssessses e sesiees | e (O
11, Ceded reinsurance premiums PAYADIE. .........c.uvurereerrerrerrreesnnieeseesneeeessessssssssssssssnans | seeesssssssssesssssssssssssssnsnnes | sesessmssssssssssssssssesmssssssnses | sessessseesesesessessnssnennes (0 T
12. Amounts withheld or retained for the account of Others...........ccccoeveeirenneennerineees | e 2,611,350 | oo | e 2,611,350 | oo 2,253,470
13.
14.
15.
16, Payable fOr SECUMEIES. .......cvuiurivireiieiciese sttt es s sssesnas | evsssssssstessnssesessesssssessnsens | stessssesessessnssessssessessesssns | oesesissesssesssssesessessnee (0 TR
17.  Funds held under reinsurance treaties with ($.......... 0
authorized reinsurers and §.......... 0 UNaULhOMZEd IBINSUIETS).......cvcveevrviereiieiereieiiens | eorvreiiesieiesinsesessessssesinis | eessesessssessesis s | cveeresssssessesessessnsessenes (01 (T
18.  Reinsurance in Unauthorized COMPANIES..........ccuvurrerirrirnrireirreesieeeesneeeeesisseseesesseees | seeeesnesssesesssssssesesssssssnnes | eesessmsesssssssnsssssssnsssssnses | seessssseesssesesensssssssnees 0 oo
19. Net adjustments in assets and liabilities due to foreign eXchange rates...........cccoeeees | rerrirnrinriieinrnrnrincnennes | e | eeeeeesse s 0 oo
20. Liability for amounts held under uninsured plans............cocovmreernrmmersineonsisenenneineenns ....178,146
21.  Aggregate write-ins for other liabilities (including $.....2,024,181 current)...........ccoevvee | covvenirrsninnn. 57,420,047
22, Total liabiliies (LINES 110 21).....cccrerreererrernieriserrereeesseeessseesssessseessssesesssssssssnsses. | vevvsnsesssnensd 414,049,522
23.  Aggregate write-ins for special SUpIUS fUNS...........ccoovereereerienienrennneeseeeseeseines [ e XXX
24, CommON CAPIAl STOCK. .....c..cvurereeeeciireeeincine ittt snntentns | seeeeessseas XXX
25.  Preferred capital StOCK..........cccoeviviiieieieeieieeeese s siessenenns | oererenienan 9.9, GO TR XXX ocvovevivieniens | e [ v
26. Gross paid in and contributed SUMPIUS...........ccceerieiiicirieieceisie s esesseses | oevesensenns 9.9, GO D9, GO IR 15,643,045 |...ccoecvernee 15,643,045
27, SUIPIUS NOLES......ceveiieeiieiereesie ettt ssesensens | oesesnssenas 9.9, GO T XXX cvvevivievens | e [ e
28. Aggregate write-ins for other than special surplus funds............cccocooevvevevcererceceens | vererieinenns 9.9, GO IR XXX ocveveereiiens | e (01 RPN 0
29, Unassigned funds (SUMPIUS).......c.cueueerrereiirsiserieieieseiesssesisssessssessessessssssessssssssssessesss | sesessessenns 9.9, GO I )9, GO ISR 212,633,480 |...cccovvrnnen. 297,369,869
30. Less treasury stock at cost:
30.1 .....0.000 shares common (value included in Line 24 §.......... (1) USSR RSRORRN 9.9, GO I XXX oeterevirienens | e [ vseiesessese s
30.2 .....0.000 shares preferred (value included in Line 25 §.......... [0) ISSUSURTRRRIRN [FOTOROO .00, ST XXX cteievirienens [ oo | erneesissssessessenssessssensesas
31. Total capital and surplus (Lines 23 to 29 minus Ling 30)........ccccceververrcvernnserserisnnnns | coveeirennane 9.9, G I )9, GO ISR 228,286,525 | ..coovernnns 313,022,914
32. Total liabilities, capital and surplus (Lines 22 and 31)............ccccccoeeverierieresecerinnceens | ceerinrnenns D00, S [ D00, S [ 650,885,443 | ................ 697,705,479
DETAILS OF WRITE-INS
2101. Accrued Post Retirement BENEts............couuwuecrirrrierinineesessensssssenessessennes | ceseemmseessened 44,098,896 |....covverririririrenininnns | e 44,098,896 |.....ccocoene. 39,599,559
2102. ACCTUEH PENSION........vvurerirreirsiisriciseeriesessesssesssssseesiseesseesssesssssssssesssssssnesssessns | sesessmseessnes 10,996,699 | ...coocrerriererirrininceienes | e 10,996,699 | .....ccovvrvrennen 6,621,122
2103. Physician Incentive payable for POS..........ccccieiiieeieseisssssiesssssssssessens | sevsssinsisssssssssssssssiessessnnns | eissessissssssssssssssssesss | sesvesesessssssssssessssnss (V1 [P, 1,471,888
2198. Summary of remaining write-ins for Line 21 from overflow page
2199. Totals (Lines 2101 thru 2103 plus 2198) (Line 21 abOVE)..........cc.vvrviverririiiceerenans
23071, s
2302, st | ererinneeens ), 9.0, SR XXX erieerirerinnes | erversnerineessssemssssssssnees | e
2303, ettt nn st ntennsants | esinnsrenea 9,99, GO XXXt | e [ v
2398. Summary of remaining write-ins for Line 23 from overflow page..........cccoeveveeeeereecans | cevevvennas ) 0.0, GO IR XXX eoveveevenrens | e, (01 R 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @bOVE)........ccvvverecrerrirsrerresienenes | cevevriennas D0 S I .00, ST [P (V1 I 0
28071, ettt | eesssennenas D .0 Y XXX orveereerneee [ eevreneesmenssmssensessssssnesnes | oovesmseessessssssssssnnssssanees
2802, .ot | ererineenins ), 9.0, SRR I XXX erieerirerinnes | erversnerineessssemssssssssnees | e
2803, ottt s st ntennsents | eniensrenea 9,90, GO XXXt | e [ v
2898. Summary of remaining write-ins for Line 28 from overflow page.......c..ccccoevvrerernienne | covevriennens )., GO RS 9.9, SN IS (0 R 0
2899. Totals (Lines 2801 thru 2803 plus 2898) (Line 28 abOVE)........covrvrervrrrsiernrsnininnens | oresneeneeas 0.0, S T .0, N [P R (V1 IR 0




Statement as of December 31, 2006 of the Blue Care Network Of MiChigan

STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1. MeMDEr MONENS.......ooiiiiiii s | seseniss s XXX | oo 5,622,483 |....ccccoiviiiiiiiiinas 5,398,464
2. Net premium income (including $.......... 0 non-health premium INCOME).......c.vvruvireieiiinieeseinieesenes | cereesrereeennes )00 O TN 1,563,699,858 | ......ccoevne. 1,438,390,510
3. Change in unearned premium reserves and reserve for rate CreditS.........covrvieeniieseeieiesieiens | cevveveeisneenns XXX ovivvvrieveiiees | v 1,759,208 | ..o (496,768)
4. Fee-for-service (net of $.....9,667,703 MediCal EXPENSES)..........cvvvverrererrerieeriesssesssesssessessesssessssssenses | eevessssaesanees ) .0 G RN (2,299,049) | .ovvevrerererrrienns (2,108,491)
B RISK TEVENMUE......ccouircieeiceiie sttt seniens | eesisensesnenes )99 SO ISR 3,745,605 | ...ovvvrrrrrccins 3,445,133
6. Aggregate write-ins for other health care related reVENUES..........ccoveieieicieesieseese s | cveessissienne XXX ovivveerieseinnes | covreseneeissennienns 142,150
7. Aggregate write-ins for other non-health rEeVENUES..........c.ocueveieiirieieeeseeiessenseesneneeens | aneesnsssers s XK Ko rtsrensrsnssnies | eresosesssesssssessssesssssssssseneas 0
8. Total revenUES (LINES 210 7).....cvcueerireieieisiieieseiesese e ssssesssssssssse s ssssesssssessssessessssesssnsessnss | snssessesseses XRKurserensensenierins | vovessessessssenes 1,567,047,772
Hospital and Medical:
9. Hospital/Medical DENEFILS. ..o ensssnesies | eosresssesssnnessenens 6,487,105 | ...ccvvvvrrrne 871,396,444 | .....cooovvvvnn 730,709,993
10, Other ProfeSSIONAl SEIVICES. ........ccvviveviiieciicteieetcte st ettt bbb st s s s saesass | sessssessssesesansesesassesesnsesesnseses | suesesesssissesnssas 33,173,546 | oo 33,504,341
11, OULSIE FEIEITAIS.......eooeveeeecierie sttt | neesssnessesssesenens 62,976,625 | ...cooovvvrierrein 62,976,625 | ...ooovvvvvrerrrnnnns 50,200,078
12, EmMergency room and OUEOf-aIBa...........co.cviiuiuevcreeiee ettt sssaesessessessesnes | evessessssssssssssenes 1,293,980 | .ooovevecrcreeie 95,673,472 | oo 86,215,782
13, PrESCHPHON ArUGS......vecviiieiectc ettt b st b bbb bbb st aesanas | ebassnsssssesessssesesessesessssnssssnaes | sresesessesesenesans 248172241 | oo 227,103,613
14.  Aggregate write-ins for other hospital @and MEICaL. ..o | e (V1 2,260,363 | .o 2,483,649
15. Incentive pool, withhold adjustments and bONUS @MOUNLS..............cccceiiieiieeiiie e [ veseesseeressssesssssssesssesessseses | sresssisssssssenssens 38,212,671 | oo 26,412,095
16, SUDLOAl (LINES 910 15)....uuverrereeeriecireesmeeese s seessseses s sesssssss st sssssssessssssssesssessssssssesssssessss | nsessnssssssssssseens 70,757,710 | oo 1,351,865,362 | ...ovrvvrreennne 1,156,629,551
Less:
17, NEt reINSUIANCE FECOVEIIES..........cuuiieiriiiiieiiric bbb sss s | bttt snssnes | ensisssssssssnisssssnes 5,912,905 | ..o 2,527,658
18. Total hospital and medical (LINES 16 MINUS 17)........ocuivrrririreieresieiee e ses s sessssssssesss | sessesinssesessssssnens 70,757,710 | e 1,345,952,457 | ...ccovvvernnn. 1,154,101,893
19, NON-NEAIN ClAIMS (MEE).....c.reureeriecietree ettt ss e s st ees st ee st senes | 26esseesessassaessessessanssessesssnssnsss | 28essesssessessasssnssnssenssnsnssnnsansns | £ressesssssssssmessnsnsmssanssssnssassns
20. Claims adjustment expenses, including $.....52,368,783 cost contaiNMENt EXPENSES...........ccccrvvervens [ cerreriirniiesiiesieieeeesisesienins | eoessinessesssssiees 71,981,102 | oo 70,738,036
21.  General administrative expenses 152,607,030 | .ooovevverieinee 152,537,245
22. Increase in reserves for life and accident and health contracts including $..
iNCrease i reSErVes fOr life ONIY)..........iviviieuriireirieiieeieeineeeei e esss e | stesstis s sens st | b eensenss sttt | sedsensesentsen s entsens st ennesnnea
23. Total underwriting deductions (Lines 18 through 22)...........c.ceumerniireinernirirerneesineerssnensesernnns | onesesmsssssiesenens 70,757,710 | oo 1,570,540,589 | .....cccconenee 1,377,377,174
24.  Net underwriting gain or (10SS) (LINES 8 MINUS 23).........cccvcvuiirrrireriiierirernesiesisemmeensessisssesssessessees | cessssisseees 00,9, ST [ O TR (3,492,817) | .oovvoririiirienene 62,052,240
25.  Net investment income earned (Exhibit of Net Investment INCOME, LINE 17).........ocirrcnmrrncrnenns [ e | ceeeeneesneesesinees 32,815,162 | ..o 20,725,627
26. Net realized capital gains or (losses) less capital gains tax of §.......... 0ttt | e | e (996,863) | .coovevnerrrieiinns (4,237,380)
27.  Netinvestment gains or (105Ses) (LINES 25 PIUS 26)...........ccevuurmmrimiriniirereieiinsieseseesiseseeseseesesssssinns | omisessississsesenissssssesenesssees {01 S 31,818,299 | ..ovioviiriiines 16,488,247
28. Net gain or (loss) from agents' or premium balances charged off [(@amount recovered
$.....351,709) (amount charged Off $.....255,447)].......cvuuueeerrreriireeeesesessssessssessssseesssessssssssssnns | snsessssssssssmnsessssssssssssssssssseees | sesssmsssssssesssssssssssnns 96,262 | .ooooerererieninnne (92,237)
29. Aggregate write-ins for Other iNCOME OF BXPENSES..........cc.vrevivriveieie ettt sessssessssnes | stesessessssssssessssessessessnsaees [0 P (1,000) | oo 0
30. Netincome or (loss) after capital gains tax and before all other federal income taxes
(Lines 24 plus 27 plus 28 PIUS 29)..........ccuvueriiiiieiieieisieie ettt ess s seesssenes | sevesissesaens XXX eorvvveveveines | e 28,420,744 | ..o 78,448,250
31. Federal and foreign inCOME taXeS INCUIMTEX...........coviveiriieireieiesieisieiseiese ettt nns | sresssisssesans XXX oivivirrieinniees | e 31541 | o 51,816
32.  Netincome (10sS) (LINES 30 MINUS 31)......cuiueiiiriiiieiieieisieeieistestsse st s s ssnsens | coevessssesaes XXX | e 28,389,203 | oo 78,396,434
DETAILS OF WRITE-INS
06071, OthEI REVENUE........verceeaeereeeeseesseessssessseessseessse s sess s e ss st ssss s ssssesssssessasessssssssssasesssesssssnsssnns | sesssessssesns )90 GO S LRORe (1 I 168,230
0602. Pharmacy REVENUE...........ccviuiieiiiiieiie ettt b s st ss s st ssnsans | avsesssssssesaas XXX oevvvivvieveniens | v 31,182 | e 30,800
0B03. ..eeoeeereeeeseereeees ettt | eessnesssenenns XXX rvteeerereneee | eeemmeessnesssesssessssssssessssssnee | eessssessnsssssnssssnssssnsssesssnnesesnes
0698. Summary of remaining write-ins for Line 6 from overflow page..........ccccueveveeriineeiieieieeeseeeseenins | evevesessiennes XXX coerveverieinns | e [0 RN 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LINE 6 BDOVE)........crereerrearssressesamsareseesmsssesssssesssssssssessssssssns | sssssssessaseas XXX oeoreererrennennes | v 142,150 | o 199,030

0701.
0702.
0703.

0798. Summary of remaining write-ins for Line 7 from overflow page....

1403.

1499. Totals (Lines 1401 thru 1403 plus 149

1498. Summary of remaining write-ins for Line 14 from overflow page
8) (Line 14 above).............co........

0799. Totals (Lines 0701 thru 0703 plus 0798) (LINE 7 @DOVE).......cierrrieriiiiisrieissississsesessssssssseesssssssssnens | arsssssssssesae XXX orirrenrreennennes | cerisieisssissssessesesssseessenns [0 N 0
1401, Other MEICal EXPENSE........co.cvueveiiiieciiie ettt sttt b sttt bestnns | ssesssssssessssasssssesssssssessesssssssans | ersssessesssessnsesanes 1,545,997 | oo 1,405,965
1402. Occupancy, Depreciation and Amortization 714,366 | oo 1,077,684

2902.
2903.

2999. Totals (Lines 2901 thru 2903 plus 299

2998. Summary of remaining write-ins for Line 29 from overflow page
8) (Line 29 above)...........cccunnie

29071, REQGUIALOTY FEE.......iieeieirciiiieiese sttt nen




Statement as

ofdecember 31, 206 ine. BlUE Care Network of Michigan

STATEMENT OF REVENUE AND EXPENSES (Continued)
1

CAPITAL AND SURPLUS ACCOUNT

Current Year

2
Prior Year

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

Capital and sSUrplus prior FePOrtNG PEIIOM...........cvevurueverreeiieeiieecesse et sttt et b s st a s ss st bbb s ss st s e

Net income or (loss) from Line 32

Change in valuation basis of aggregate policy and ClAIM FESEIVES.........c.ovrrrirrrerrereeeieeireieeese et ss st st ssesssessesans
Change in net unrealized capital gains and (losses) less capital gains tax of §......... 0t
Change in net unrealized foreign exchange capital gain OF (0SS)........c.uwurerruerrerrirrirnrneenresere st
Change i Net dEfErmEd INCOME taX.........ovirrrerereireireieieieis sttt ss s st sttt
Change iN NONAAMILEA BSSEES........cvuuerreeiereireireieseieie ettt sees bbb s bR s st bbbt
Change iN UNAUNOMZEA FEINSUIANCE. ........uuvuerrerririeeieie i eeseesees e se et ee et et ee sttt b et ennt s
Change N TEASUNY STOCK..........cveiuivieieee ettt bbb ba b bbbttt sas
Change iN SUIPIUS NOES.........ouiueieitecieiie ettt bbb bt ba bbbt s bbbt b ss et
Cumulative effect of changes in aCCOUNtING PRINCIDIES. .........rvuiuiererieieie ettt br st
Capital changes:

A4 P M.ttt ettt R8RSR
44.2 Transferred from surplus (StOCK DIVIENG)..........c..euiiiieiiicieicisie sttt b s
44,3 TranSTEITEA 0 SUIPIUS. ........cviieiterictiiie ettt ettt bbb sttt be bbbt nesn
Surplus adjustments:

45.1 Paid in
45.2 Transferred to capital (StOCK DIVIENG)..........ciueireiiiriiieieisies et ettt
45.3 Transferred from capital
Dividends 10 SIOCKNOIABTS.............cvuuiiiriiii bbb
Aggregate write-ins for gains Or (I0SSES) IN SUIPIUS.........cvviueuiviririieieieteie ettt sttt et
Net change in capital and SUFPIUS (LINES 34 10 47).......ccuieiiiieiiieieieisses ettt

Capital and surplus end of reporting period (LINE 33 PIUS 48).........cc.cvriiirieineiisieiessieiese st sssssssesees

..................... 313,022,914

....28,389,203

..................... 218,478,204

....................... 78,396,434

....................... 10,353,007

...................... (84,736,389)

..................... 228,286,525

....................... 94,544,710

..................... 313,022,914

4703

4798

4799

4701.

4702.

Prior period AdjuStment POSIIEHIEMENL.............c.cuiiueiiiecieieic ettt
Prior period AQJUSIMENT PENSION..........c. vttt e br st
. Prior period Adjustment Premium Bad DEDL..............ccoiiiiriiieiiieieceesie st st bbbt
. Summary of remaining write-ins for Line 47 from overflow page

. Totals (Lines 4701 thru 4703 plus 4798) (LINE 47 BDOVE)......cueurriuiisereriiesissiesissesssssessstssssssessssssssssessessnsessessassnsessassesssssssensesansnsenas

....................... 12,587,972

........................ (2,825,654)

............................ 590,689




Statement as of December 31, 2006 of the Blue Care Network Of MiChigan

CASH FLOW

Currer11t Year PriorzYear
CASH FROM OPERATIONS
1. Premiums collected NEt Of FEINSUIANCE. .........cvvveceecieeeiee ettt sttt sss st sessssssntessssestensessnsensns | svensssesseseses 1,578,155,450 | ...ccvvvrerneee. 1,423,897 441
2. NetinVeStMENtINCOME.........c.coiii bbb snssenes | srisesisssisesi e 33,303,884 | ..o 21,250,135
3. MISCEIANEOUS INCOME........oveveieiereceicte ettt sttt bbbt s b s s st sse s st st s e bae s s sesssssssestassnsnsnnns | crsssessesssssssnsesanes 1,588,706 | ..ooovvcica 1,535,672
4. Total (LINES T HMOUGN 3)....ovuuveriiiiciiceiiesiess ettt bbbt nntes | enbiseessnnesseas 1,613,048,040 | ....oocooenne 1,446,683,248
5. Benefit and 10SS related PAYMENLS..........ccvviveieer ettt sttt s b sttt s et b see s essesassanssneas | eveesessenaesanes 1,320,491,544 | ..o 1,165,435,744
6. Net transfers to Separate, Segregated Accounts and Protected Cell Accounts
7. Commissions, expenses paid and aggregate write-ins for dedUCHONS...........cccvoevecvirecerireireeee et nee
8.  Dividends paid to policyholders
9.  Federal and foreign income taxes paid (recovered) §.......... 0 net of tax on capital gains (I0SSES)..........ccevveverrereererereeiereees [ 31,541 | oo 51,236
10, Total (LINES 5 thIOUGN 9)....ucvevirierrirnriereeisresseessee ettt esnsts | ceseesisenestenns 1,534,763,598 | ....oocvveerenn. 1,380,140,844
11. Net cash from operations (Line 4 MINUS LINE 10)........cceuiuiiiieicieeiriceetsite ettt sss s ss st nssnsenas | evisbessessesssassns 78,284,442 | ..o 66,542,404
CASH FROM INVESTMENTS
12.  Proceeds from investments sold, matured or repaid:
12.1 Bonds 612,160,137 293,593,692
12,2 SHOCKS ... vvreeverseressertsmeesssesse sttt 888ttt | ennetb et 1,078,944 | ..o 591,466
12,3 MOMQAGE I0BNS.......ooviictcectcte ettt b bbb sa bbb bbb bbb s ss et es s bt e s st s s snsssssansesessesesesentans | ssbebessebesssinssssssetesseseaesansesasas | oebebessesesssstassesebesaebesessntesenaes
12,4 REAIESIAE.......ouierceeei bRttt [ ettt [ Heetbe et
12.5  OEI INVESIE @SSEIS........ucvuverirevciseriresii st ess st | crbsnnss st et eess s ssnenntes | senesnnens e se e neen
12.6 Net gains or (losses) on cash, cash equivalents and short-term INVESIMENTS...........ccocrirrirncncnneeneeeeees | s (662,349) [ ..o (907,772)
12.7  MISCEIIANEOUS PIOCEEUS.........ouvevececeiietsie ettt st es e et es bt et s s s bt et s b s s s ss s as s st essebesbssesessasssssestesnsassnseses | sresissssssssesesnsesssssessnssssnnsesns | oesosssssassnsonsnssssnsanssnsesnssnsanes
12.8  Total investment proceeds (LINES 12.1 10 12.7)....c.ioiiiieieieseteete sttt s ssse e nnas | sessessssssesnsans 612,576,732 | c.covvvvrrerirnas 293,277,386
13.  Cost of investments acquired (long-term only):
131 BONGS. .ottt Rttt | eebeeens st 495,189,002 | .oooouvrerrrins 361,380,725
13,2 SHOCKS...rvrveeveuseeesaeeessaeesssessseesseeesseeesseess e es s esss s e85 RE R8st nnnnns | eetsesesnnntennnean 229,994,901 | covooovveereerrreeereeenns 861,977
13.3 Mortgage loans....
134 REAIESIALE. ... R
13.5  OthEI INVESIEA BSSELS.......uucvuvurireeiseiie ittt bbbt | ehbsenst e bbb eesst st | seeebeess e cb ettt
13.6  MiSCElIANEOUS APPIICAtIONS. ......vuverrerereriieiiereeise ettt snss st ss st nns st s st ensenssnssansensns | ssssessssssessasssessessanes 300,000 | .o
13.7 Total investments acquired (LINES 13.110 13.6)......c.cuiviiiieiieiciciceee ettt et s sbnens | esessssssssessassens 725,483,903 | ..o 362,242,702
14.  Netincrease (decrease) in contract [0ans and PrEMIUM NOES..........c.rereririrririnsessesirsssessssssessessssssesessessssssesssssssssssssssssssssas | ersssssssssssssnssessessssssessessanssesses | stessenssessessanssessessanssessessnsnnens
15.  Net cash from investments (Line 12.8 MINUS LINES 13.7 @GN0 14).......covciroieirieieeiesie ettt sssssstess s sessssssssessns | sveessssessesessnns (112,907,171 v (68,965,316)
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
16.  Cash provided (applied):
16.1  SUIPIUS NOES, CAPILAI NOTES.......veeerieeiisci ettt ettt bbbttt enssessantsnes | 4ebstsessstesbsessestesssessessestsessnes | estestsessesteseessesseetnsseenntnens
16.2 Capital and paid in SUIPIUS, €SS trEASUNY STOCK...........cuiivieiriirieriisiesiesss sttt sssssssessessanssenss | snsssssssssssessessessessessessesssessnes | sessesssessessessessessesssssessnsssnsnns
16.3 BOITOWEH FUNGS..........cvuiieeieiiiiici ettt bbbttt | £breb e s st bs et | Hotbeeneb bbbt
16.4 Net deposits on deposit-type contracts and other INSUraNCe ANIHIES............c.ceeveeeirieieecesereeee e esessesseseses | e bes s snssesns | eevessessesssessss s st s s senes
16.5 Dividends to StOCKNOIETS..........cccrveeverererricreireecreceneecines .
16.6 Other cash provided (applied) (3,477,159) | v, 6,087,950
17.  Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Lin€ 16.6).........ccoecrvreumermernens [ conrnninisinninnnas (3A77159)[ oo 6,087,950
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18.  Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus LiN€ 17).......ccceeueevrrenreveecrvenens | covreeiieieieeis (38,099,888) ....covvrerrrrrrrinen. 3,665,038
19.  Cash, cash equivalents and short-term investments:
19,1 BEGINNING O YBAI ...ttt bbbttt bbbt es s s ssen s sas | cbaesanesassnsansens 434,866,053 | .cooverreiiinnn 431,201,015
19.2 End of year (Line 18 Plus LiNE 19.1).......iuuiiiruiiirissiisesrmessnsssmssssessssnssessssssss s s sssss s senss st senssssssssssssnnsssssses | sosssssssssssssenees 396,766,165 | ....ccoovvrrrrrennnn 434,866,053
|Note: Supplemental disclosures of cash flow information for non-cash transactions: | |
20,0007 et EE R EEE 4Rttt | et enent s sttt | sener sttt




Sta

tement as of December 31, 2006 of the B|Ue Care Network Of MiChigan

ANALYS!S OF OI?ERATI(%N BY ng\IES OFGBUSINE7SS

8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term Other Other
Total and Medical) Supplement Only Only Benefit Plans Medicare Medicaid Loss Income Care Health Non-Health
1. Net PremMiUM INCOME.......cuierricirisiresiessssissss sttt ettt sttt st s s enssenaes ...1,563,699,858 |.1,388,616,186 |...... 86,073,236 | .ovevererreereireins | rererenenenenenes | ereens 51,507,018 |...... 37,503,418 | oo e | e | s | s | s
2. Change in unearned premium reserves and reserve for rate credit............cocevevevvceiercereecenes | cvvernns 1,759,208 (90,204) | ..ovovecvereeereieis [ eereeiereneereeeieins | eveeresesesesesessens | creens 2,637,181 |.......... (787,769)
3. Fee-for-service (net of $ (2,299,049) | ....oovvvorrerrinns
4. RISK TBVENUE........cooevevececteeeeeee ettt es et sttt ss st s st sas | stensnens 3,745,605 745,605
5. Aggregate write-ins for other health care related revenuEs.............coocreereereeereeneencineencneneeeees e 142,150 | .o (0 (01 (0 I (0 T (0 T 0
6.  Aggregate write-ins for other non-health care related reVeNnUES............c.ccveieicesiesciieeiies | e 0 ... 0.0, S P XXX eveeiins [ e 0.9, S 0.9, S 0.9, S XXX v
7. Total revenues (LINES 110 B).......cccciveeieeiiiiieiisiiseiesssiessessesiesses e sses e stes s ssesses s ssesans ...1,567,047,772 | .1,392,271,587 | ...... 86,073,236 | .cooooeerverinnn. [ 0].... 54,144,199 | ...... 36,715,649
8. Hospital/medical DENEFILS...........ccevuriieiieiiieiesecsee sttt ess e saenes | sraees 871,396,444 |....787,008,108 |...... 26,311,613 | oo | eerereeesesienenes | v 32,038,063 |...... 26,038,660
9. Other profeSSioNal SEIVICES.........c.cvuivereiieieie ettt s st sss st nsns | sunsas 33,173,546 |...... 28,628,303 |........ 2,677,506 | ...cocvecvvercrieiiens | cevvererieesesiesiens | rereens 1,165,420 |........... 702,317
10, OULSIAE TEFEITAIS........cveveieecicie ettt stenans | sesnens 62,976,625 |...... 56,335,974 |........ 2,388,775 | ooeevevveierieiens | vevveriesieesesesiens | eeveens 2,293,363 |........ 1,958,513
11, Emergency room and OUE-0f-Grea.............ceuueveueveiereeciciesee s ssssessesessenes | sensenes 95,673,472 |...... 87,672,994 |........ 2,513,525 3,569,052 |........ 1,917,901
12, PreSCHPHON AIUGS.....cv.evecvecvececeereeeteeseeestesess s ssss s ssssss s s s s s ssess s s sssssss s stesssnssessssssssssssessans | erves 248,172,241 |....192,957,384 |...... 43,012,081 .7,855,041 4,347,735
13.  Aggregate write-ins for other hospital and medical...............cccoevvevereicicireieiee s | e 2,260,363 |........ 1,513,897 |........... 562,488 |...ccoooveveeeeenn0 |0 [ 61,629 |............ 91,223
14. Incentive pool, withhold adjustments and bonus amounts.............cccceveeevreerceieirieseeeeiens | 38,212,671 |...... 36,269,636 |...cccooriirerirnnnn. 1,476,489 |........ 466,546
15, SUDLOtAl (LINES 810 14)....u.ouieieeieieeiee ettt bbb sans ...1,351,865,362 | .1,190,386,296 | ...... 77,465,988 48,459,057 | ...... 35,522,895
16, Net rEINSUrANCE MECOVEIIES. .......cvuivreiireiiieieie sttt sa st s b s sasnsens | aresnaans 5,912,905 |........ 5,827,433 | .iioiiieiiisiieiins | erveiiierisiieisierinns | eesriesiiesenisssens | erierssenesisssnenins | oererissanens 85,472
17.  Total hospital and medical (Lines 15 MINUS 16).........cccevrurereieerieieiseiine e ssesssses ...1,345,952 457 | .1,184,558,863 | ...... 77,465,988 48,459,057 | ...... 35,437,423
18. Non-health Claims (NEL)........c.cceviiirieeccecccee e ensssss e sessssens | evsrsnerenseieeseeD | evveai )%, 0. G IR XXX XXX oo | e XXX
19. Claims adjustment expenses including $.. 0 cost containment eXpenses............cccceeerenns | e 71,981,102 | ... 63,387,872 |........ 4171877 2,593,808 |........ 1,827,545
20.  General adminiStrative BXPENSES.........cvcviverveieiieeieeseieere ettt bessnaes ....134,836,295 |........ 4,237,578 2,441,603 |...... 10,364,599
21. Increase in reserves for accident and health CONrACES..........ccovvevreirrversriseerssssnsiesensnies | eereniesesesenenQ | oo | | vesesesessssesess | oesessssessesiesesss | ssiessesssssesessessons | sosssssssssnssnssesssnses
22. Increase in reServe for life CONMTACES..........cc.cueveeviieceiecieeesce ettt | crevsissiesssss e 0 ... 0.9, R XXX oo Leree e XK |t KKK e [, XXX oo [ XXX
23.  Total underwriting deductions (LINES 17 10 22)..........cveeeerrreereeeeerriesssesesssssessesssssss s sessssseneens ...1,570,540,589 | .1,382,783,030 | ...... 85,875,443 | ...ovvvvrrerrennen0 | cveeeieeriienennn0 | 53,494,468 | ...... 47,629,567 | .ocvevercereeeeen0 [ eeeeeeiieiceienen0 | 0 | 0 758,081
24.  Net underwriting gain or (10ss) (Line 7 minus LiNE 23)..........cccocevrrrerrirerereieieiereieeeeseeseerees | coeenees (3,492,817)] ........ 9,488,557 | ........... 197,793 | o0 | 0 | 649,731 | ..... (10,913,918) | .vovvvvveerveieen | e 0 | eviiicceeen0 [0 | (2,914,980)
D
0501, Other REVENUE........ovvreeeereerceeitese s sssssssssssssssssssssssssssssssssssssssssessensns | seesenseens ] 10,988 | 1iviiiieiiieiieiieiiens [ ereseisiieiieseiiens
0502. Pharmacy REVENUE...........ccoevueeeeeveeeeseseie e siessesiesesssessssssessssssssssssssssssessssssssssssssssssens | sreeseesensiesd 1 182 | vvvevesivsiieiieiiens [ cresessssssiesesiens

0503.

0598
0599

. Summary of remaining write-ins for Line 5 from overflow page
. Total (Lines 0501 thru 0503 plus 0598) (LiN 5 @DOVE)........ccccverrreirrriisiierisieceieseeresessesiaes

0601.
0602.
0603.

0698

. Summary of remaining write-ins for Line 6 from overflow page

0699. Total (Lines 0601 thru 0603 plus 0698) (Line 6 @DOVE)........cccveviriieeriierisiee e

1301, Other MediCal EXPENSE.........ccvivieeieeieieieee ettt snae e | saesnans 1,545,997 |........ 1,028,555 |........... 381,058

1302. Occupancy, Depreciation and AMOTtiZation............cccevviiieiieeieeeeeeceee e eeevens | evevseeaens 714,366 |........... 485,342 |........... 181,430

1303, e bbbttt | sbentstensi sttt 0 [eerererrerieieniees | e

1398. Summary of remaining write-ins for Line 13 from overflow page.........ccceevevevevereevereeeieens [ cereesieieeevenenne (0 U | I OROSRO 0

1399. Total (Lines 1301 thru 1303 plus 1398) (Line 13 above) ..2,260,363 562,488 ...61,629 ...91,223 ..31,126




Statement as of December 31, 2006 of the B|Ue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)

1. Comprehensive (NOSPItAl ANA MEMICAI)..........ccccviviiiriieiiieiiiies ettt b s et s sttt s b b ee s s s s s 8 es s s b s b4 bae s b s s s b b e bbb st e bbb s s s bt sse st snses | sbebassessnssesnsessessesanees 1,396,500,977 | ...ovieireerireiiereeeee e essssssenns | et 7,884,791 | .o, 1,388,616,186
2. MEAICAIE SUPPIBMENL.........iveviieeiiieie ettt ettt s s isstes ssetessessssesessesss s s s es et esse s s s s s ss s s bS8 ee s s e £ s e s RS seA8 eS8 s e Rs s 088 s e s oS e s 08 E e b e s skt d s bbb s s st sttt n et e st ns | ebsebensentes et en b n e ns et 86,073,230 | ...vuiveieireieieieieiseie ettt | ereiesesi ettt st sns | sresess ettt tenes 86,073,236
3. DBNEAI ONIY .ttt ettt et tebbaeaeaetaeaeb b st s e et et esh et s s e At e Ae b et s et et s R RA R e R et b s At SRR e A e LA A e bbb e L s e A e A et RRe b et s e A es e A eE et b st et s Ae R et esReAe s bbb snseaebensebesas | ebseiebetestetesisetesaetetetesaete s s etebntetetass | bebissetebestetetssaetssaetetesaebes s e Rebeaetetets | ebessesetensetetess et s e aebebesbebes s e tssetebess | ebesetetessereteben et s s et et entebebssn s snaed 0
4. Vision only

5. Federal employees NEAIt DENEMIES PIAN.........cccceiiiiicieieiiiiiiies ettt ettt s s s s st s et be e e s s bs b sess s ee sttt ee b s b s b s st s bbb st an s e st s e bnse b sanaans | evietensesaesentes et aeneneas 51,507,018 | v | et nnn | seresebes st s bt s s 51,507,018
B, THIE XV = MEAICAIE. ....veovvvrreiereeeeseees e eesseessseessseesseees oeessesseeessaees e es s st e85 8818140888888 8 1868884888808 EE et nes | neestsesssnssss st eness st enes BTB41,675 | .ooeeceeeeeeeeeiseceseesiesessesessnseas | seressessnees s L A 37,503,418
7o THIE XIX = MEAICAIG. .....e.cveveverceiesetseis et siseees b ee eestsees st s s8££ 8844888880804 8 8848841484188 88148080008 | 404410 R 801081 RR bR RE bt 0E | 241t R bR bRtk | eeE iR R ARk | et iR 0
8. SHOP I0SS....uuiuieieeiiice sttt ettt ettt ts Saebetetsietssaeaetataet et s Re A s e A e At ebae b bt e A bis A et et s s 4t s e R e b esRe A et b s Rt s AR e A et ee A et b a s AeAes s Ae A bbb et s e AebesAebetes s et s esebestebetesensetasansess | Shebesassetesastetetesetessaetebssetetessetassssetes | Shetetissetesaseetetaseteses e aetasaetebesstesassetes | sbetetesstessaetetetantebesaesetesetebebestesesnaes | shebetesisansesetet et et et et s s bs e aetebentebanan 0
9. DISADINIEY INCOME......vvieeiictcieecie ettt ettt sebes s1ebesessass s et eaessese s e s s se s s se s e s e b esse b s ss e s bae s e b et s s s s s e s e b esR b et s e s e b s AR e e s ee A b b s s A e A ee e A e bbbt s s e s e b es s et b s s et s et ebestebessnsetssesene | Shebsiesetssesetebesetes s e tebesetesessetessssetes | Shetbssetssesesetesetess e aesssetebesstesssetes | shebesesstsssetetebant b s e s esesesebesestesennaes | shebesesisanssetebes et et e b s st n et et s antebenan 0
FO.  LONG-LBIM CAIE.......cuiiieiviiteie ettt e s aeae | S4ebessssasssssesesessese s sa s s e ase s e s et a4 ss e b s e s e s bee s et s s st s s et b e st e bbb e s e e e s s e s e s ae s a4 s s e s ee s e s et b s et s e e seben s et et s se st s sebebessebesasnsebassesess | H4ebissesessssssesessssesessssesebsesebesssnsssnsetes | Hhebsssetnsesetesases e s s s se b s s et bessstesssntes | shebessstasstetesesaes b s e s eaessesebesentesennaes | shebesesisaesas et et et aee et st s s b naebena 0
10, OFNEI NBAIN.....ce ettt sees | SfeeseeseeEsee s s s e s s ee s RE e R eeRR RS E oS e Ae RS S S e RS £ R RS R ee SRS RE RS e £ SRR S £ SRR RE SR 4R R 4SS HeE R4S RS E4eEReS R4S EeeEeeEEesReeRenEsessessa | £eEEeEEeeEeeEteEEeesessiessesiestersiesiessessssiesses | feeseesesiessissessesiessessessiessessessessiessesses | foesiesiestiesessessessssesiesioesicsisssrssassanss | sersestonerestostensensestensaneteeenantensenes 0
12, Health SUDLOtAL (LINES T HNMOUGN 11).... . veuiiessiereseeiesseiessensistiees oeesssesssseesssessseeess s s8R0 R84 ££ 8814044888108 EE 4404088810844 £E R0 ER bttt | cnbsentsnestsensnsner e 1,571,722,906 | ...oovveiciiriserc e (O RO 8,023,048 | .....ccorvvrrirnririnens 1,563,699,858
X (OO P OO OO OO OO OO DO OO OO OOTOOOOOP P T R POPOPOOON 0
T4, PIOPEIY/ICASUAILY.......co.cviveiiiisiictetee ettt ettt breieee e4ebetsssassssesesessese s sssseassse s et e bbb e b b s s esebee s e b bt et s s sebebebt et b s e s eb e Re R e s e b ee s e b s se s e s ee s e A e bbb et s s e tebensebess e st s et ebestebesasnsebassetess | ehebisassetnseaetetseetesssetebeetetessssntessnnetes | ehebesessetassetetesasetesssesetensetebessstessssntes | sbetesssstesntetetatantebasansetensetebesntesennnes | sheberessiesiseetetetaetetesnsetnseretebentetenan 0
15.  Totals (Lines 12 to 14)




Statement as of December 31, 2006 of the B|Ue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term Other Other
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health

1. Payments during the year:

11 DIFECE vttt san

1.2 Reinsurance assumed
1.3 Reinsurance ceded....

2. Paid medical incentive pools and bonuses..............cccevvecveerriennnnns

3. Claim liability December 31, current year from Part 2A:

31 DIMECL...cu vt

4. Claim reserve December 31, current year from Part 2D:

A DIFECE...viecveiceece ettt s
4.2 ReinsSUrance assumed...........cceveveveereveuereiessesssiessssessssenas

Amounts recoverable from reinsurers December 31, current year.
Claim liability December 31, prior year from Part 2A:

©® N o o

8.1 DIMBCL......eeeceececeeecteeteee et

9. Claim reserve December 31, prior year from Part 2D:
9.1 DIFECL.. .ottt

10.
11. Amounts recoverable from reinsurers December 31, prior year...

12. Incurred benefits:
12,1 DIFECL....coicerisi e niseienensennensennes | e 1,313,692,691 [.....1,154,116,659 | ......... 77,465,987 | ...oovvvivvriviinnnnd0 [0 [ 46,982,570 |.......... 35,056,349 | ...ccovrniiieieieinnes 0 |0 |0 |0 31126 | 0
12.2 ReiNSUranCe @SSUMEM........c..cuuieriereumereiiinersenisssssssesssssssssnssees | seviessssssessessessenen [0 O [0 0 [0 0 | (0 TN (O RN 0 |0 [0 |0 |0 | 0
12.3 ReiNSUrance CEAEM........couuevivirieeiiiisereeiseiseieesssissiseinenes | enesseseens 5,912,905 |............ 5,827,433 | ..o, [0 [0 IO (O I [ I 85,472 | .o 0 |0 |0 |0 |0 [ 0
124 NEL...oeeee s | 1,307,739,786 |..... 1,148,289,226 |......... 77,465,987 |....cccooivincnen0 |0 | 46,982,570 |.......... 34,970,877 | .o 0 |0 |0 |0 31,126 [ 0
13. Incurred medical incentive pools and bonUSES..........cccceveereveveerieicres | e 38,212,671 |.......... 36,343,544 | ..o (01 RO 0 I FOTORRRRRRON (L 1,402,581 |......c.c... 466,546 |......ccceierirrnnns 0 [oveeiriiieienee0 [ 0 |0 | (U . 0

Accrued medical incentive pools and bonuses, current year.............
Net healthcare receivables (8).........c.ccvereeeiesrreeieeees e

..... 1,286,039,044
.......... 35,454,839

............ 7,857,452
........ 222,495,615

.......... 10,767,789
........ 199,792,534

.8,823,242 |...

..... 1,136,435,549
.......... 34,004,371

............ 7,806,009
........ 195,965,557

.......... 46,630,555
............ 1,002,339

............ 9,906,663
........ 183,109,541

7,928,087 |...

.......... 46,502,513
............ 1,450,468

............... 861,126
............ 9,542,124

....34,029
.......... 28,275,285

................. 51,443
............ 6,695,592

(@) Excludes$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2006 of the B|Ue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

1 2 3 4 5 6 7 8 9 10 11 12 13
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health XVIII XIX Stop Disability Long-Term Other Other
Total and Hospital) Supplement Only Only Benefits Plan Medicare Medicaid Loss Income Care Health Non-Health
. Reported in process of adjustment:
1.1 Direct...... 46,293,638 |............ 3,666,018 | ..o | e | e 2,345,497 173,911
1.2 Reinsurance assumed
1.3 ReIiNSUraNCe CEARG..........uureiereieiiiseeieiiseiseei et niessenas | ceseniesineseniessessens 0 [ erierrerrrerererneens [ rrnrinenesnsnssnies | e | s | ettt sttt sesi st | ettt r st b st et | sesseseni et en st estenes | seestessesst s s entent st | cheniesensst et nentnens | sriestessensi s st eneens | sebestest sttt etiens | seeeber et
T4 NEL e | et 52,479,064 |......... 46,293,638 |............ 3,666,018 |...covovveericiirinnad (0 (V1 PR 2,345,497 |....ccoon. 173911 | e, (O O (01 (0 (0 (0 0
. Incurred but unreported:
2.1 DIFEC. .ot | errenees 169,934,824 |....... 149,538,749 |............ 8,547,522 | ... | et | e 5,275,429 |........... 8,573,124 | oo e | s | e | st | b
2.2 ReINSUIraNCE @SSUME.......curvrrreererresrsnsseresessessesssessesssssaresnes | sessessessanssesssssessnns 0 [ eerrrrreeeeeennmeenes [ senseesinsernssnsnssnnsnns | reensisesnsessissessenssnes | sesessessessessessessnsnes | sessessessesssestessessiestes | eesessnssinsssssssssssants | eessesessesesessessantns | sressessesssessessestessiesss | sesessessestnssnseseesanes | stessessesssessessestensnns | sesessessanssestensassanssans | sesssssesessassnsnsnsenns
2.3 Reinsurance CEAed..........ccovuimmiiueieieeiereictee e | eveeienaens 7,857,452 |............ 7,806,009 [ ....cvoieeveieieiieiieiiens et ieeieiens | e essesesenes | ereesssesiensssses i | eereseresieans U4 | ooeoeeeeeeeceeeeees | eeereeeeseeeeeesesieiens | eveeresesenssssessesenes | eesteeesssinsssessssessnnans | seresesissisesseresesinsens | srerretssstetesensaesees
24 NBLoe et | sereeees 162,077,372 |....... 141,732,740 |............ 8,547,522 | ..o (0 (0 PO 5,275,429 |........... 6,521,681 | ..o (O O (01 (0 (VI (0 0
. Amounts withheld from paid claims and capitations:
31 DIFEC. st | e 7,939,179 |..ccoeee. 7,939,179 | oottt | eeeeeesienessesessneiaes | sbeessessensssesssssssnssns | soestsesissessasssesssssssans | estessensssestestasesiens | festestensssestesstenetiens | feessesssenssenssesssenssenes | seetseseeess et ensianes | sestasstesst st entesstenes | sestiestesnbs et enniienes | sesbestesat sttt nees
3.2 ReiNSUranCe aSSUME........c.uvuerrrrurerrinninesserieessessessessenssnesees | sersessesssessesssssasenes 0 [ e et | e | neeesesi s | etbest st sesi st | ettt b it | essees s s st st nenes | sresbesseest s s entent st | chenee sttt neninens | ersentessensi st eneens | sebentssi st netiens | seeneren et
3.3 ReINSUrANCE CEURM.........curerreriririieieeinsissiseeesississssesiesissisenes | reriessenssessesenienine 0 [ oo et | s | s | ettt | ettt | sesseseni s st enee | srestess it s ententenes | crenne s neninens | eriestess et ens | sebestenr et etiens | seeenen e
B4 NBL s | s 7,939,179 |............ 7,939,179 | oo (0 (0 (0 (0 O (O O (O O (01 I (VI I (VI I (0 0
Totals:
4.1 DITEC.. oottt sttt | sensians 230,353,067 |........ 203,771,566 |.......... 12,213,540 | oo (0 [V DR 7,620,926 |........... 6,747,035 | ..cooooiverireieinn (O O (01 I (VI I (VI I (0 0
4.2 ReiNSUraNCe aSSUMEM.........ccuurierrnereernerneereeessessesesessessessseens | seessessesessssessessnnes [0 (0 [0 (0 (0 O (0 (0 (O (0 O [0 O (0 O (0 0
4.3 Reinsurance Ceded.........oovrimiinriieirese s | e 7,857,452 |........... 7,806,009 |...coovvrrerrirninnad (U (O (0 [V P 51,443 |, (O (01 I (0 (0 (0 0
44 NEb s | e 222,495,615 |........ 195,965,557 |.......... 12,213,540 | oo (O I 0 [ 7,620,926 |........... 6,695,592 | ..o (O (1 I [0 I [0 I (O I 0
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Statement as of December 31, 2006 of the B|Ue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

Claims Paid Claim Reserve and Claim Liability 5 6

During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1 +3) Prior Year
1. Comprehensive (NOSPital AN MEUICAL)...........cc.cvrveeeeieceee ettt sa s ss e ss s st sns e sssssensnsanes | evssssessssssessssssssansans 151,315,758 | .oooeveeeeeeeeerern. 985,119,792 | ..ovveveeeereerreeeanns 10,300,351 | eooveeeereereerereeninns 185,665,207 |..oovveeveereerereennnns 161,616,109 | ..ooeveevrerrerereenes 183,109,541
2. MEdICArE SUPPIBMENL........ouevveieeieeiiiie ettt bbb bbb bbb bbb bbbttt st st st nnaas | Haebiessessaesses s nt s nes 9,227,994 | ..o 65,566,577 | ..oovvererrrerrerreriseisereia 379,555 | .o 11,833,985 | ..cooivereeeeeeeias 9,607,549 | ..ccoervreeeieieeeis 9,542,123
3. DBINEAL ONIY.....cviiectiviecteie ettt ettt ettt ettt b s et e bt ee bt b s R A bR A et bbb bR AA A A bbbt e bt s e A b e bA b e bbb et s s aebetestetesas | 4bebestetebietebess e asseaetetestebessntesns | Hebsesetesestetessetessetetetessetesssantetents | nbestebetestesetsnseasseaete b stebesnsetenses | sesteietetentebesssetessesetetessetessnantebets | neeaetesestesesinetetetetetessntessnanterad 0 e
A VISION ONIY..tivieiiiiiiiee ettt s et b bbb e b e s b bt e bbb b st s Aa et A s bt bR A RA At b st s s e s et baebebes s sesns | Sehebesesetesasntesestetesa s st s saesesestes | nebesessntsansetesestesesases et sseaesesansas | Shesesebesietassesetetentebess e tssesebesestess | nebebesasntessesetesestesesannsesansesesesanaes | sbesesesetisestebe s s et s st esenreaesanand 0 oo
5. Federal employees health DENEFItS PIAN.............cceviieiviececcc ettt | ctessessssesses s ses s sesss 4,787,058 | oo 41,715,455 | oo 454,690 | .o 7,166,235 | ..o 5,241,748 | ..o 7,140,870
8. THtIE XV = MEAICAIE.......oveeeeeececieeeeececvee ettt a s s ssss s ssssse st se st s s s ss s sas s e sse st ssnsess s ssssssssesssssnssssnssans | stessasssssssssssasssssessessssssessessassansen | seessesssssessessssanssesean W (X U O 6,695,592 | ..oovorvereeeeee e L0 U
To THIE XIX = MEAICAI........coucivecicieciiciectcice ettt st ba bbbt b e be bt st s s s st esb s bs st es s bae s saesssnsanses | sbsssassssstssssssassssesastassssbentensasbannss | cbsssaesssssassasssssesbass st e stnsessassasts | stsssissssstastssssssinstanses b s st s besbasssnnts | sbssbassasstestsssssanssesbes b s beesbesbensents | sbesbassasssnsasssssse s s bbbt sb st san 0 [
8. OHNEINBAIN.........oeceee ettt e bbbttt RR s s bt e A s R st bR b s s s bbb s s tae b e bsesenbaebaets | Shstestebeest st enteestestestanbtessantantansas | sbstntnstestentantanstensantantaas 31,126 | o eseeiessissiesissiiens | eeteetesins ittt sttt ensentssstens | artsststasstaststass bttt st antaned [0 OO
9. Health SUDLOLAI (LINES 110 8)......ucvuiuiiieiiciisiieie sttt sttt s s st nnns | ebbesses st s ssessaeas 165,330,810 | ..oooirereciircianes 1,120,708,235 | .ovovereeiierericieiens 11,134,596 | ..o 211,361,019 | .o 176,465,406 | ...covvvevrcrercrn. 199,792,534
10, HEAINCArE FECEIVADIES (B)......cvucveveivceiceeicetctee ettt et ettt et bbbt st bbb s sen s s sssssessnsassnnses | avsssssesiesstesssssssssesansssssnsssssssssans | sbessesssossonsesssssssseesans BO17,728 | ..o [ e ens | neeres et [0 RO 7,515,389
T, ONBI MON-NEEAIN. ..ottt s s a ettt s bt s st s s s bas s s st e s et essssesassesanssesans | sbsssessssissssesassassassessssestessesansassns | stessssssessesessassestes s tes e bae b sesanstess | sntessetnsenses st enssaes s besesaesenaasennes | eviesessestesistesesteetssesaeseesssesansansas | nerestesetstesaetenaenae st s et seesanea 0 [ oo
12. Medical incentive PooIS aNd DONUS MOUNTS............cccviuiieieeieicicec ettt sttt bbbt sttt bnse e | avsesessessnsasssaesesssessen 29,800,135 |[..ooverercreiereeee 5,654,704 | ..ooviviirerereieerae, 5,038,895 | ...coirrivirereriieia. 43,874,239 | ..o 34,839,030 |..oooirverireiererans 46,155,302
13, TOtalS (LINES 9= 10+ 11 4 12). ittt sttt ettt sttt bt sttt st s et sns s st en s st essenssnssesssssnsssssassassessssssessanss | sessissssssnnssssesssnssanes 195,130,945 | ..o 1,117,845211 | oo 16,173,491 | oo 255,235,258 | ...oovvrrvereirrrinnn. 211,304,436 |..oooooereerieerrane 238,432,447
(@) Excludes§$.......... 0 loans or advances to providers not yet expensed.




Statement as of December 31, 2006 of the B|Ue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
1. 188,703 195,244 196,462 196,633 196,625
2. 974,433 | .o 1,150,173 | e 1,152,690 | .oooveereererneceinnenieeeeenens 1,153,357 | oomeeermnerereeeennenessensenees 1,153,361
Be 2003ttt enstnnnennn | sessennnnnssnssseens KR Kt ese s nenen | sttt 892,612 | v 1,093,840 | ..oocvvreerireceinseenieirieens 1,094,583 | ..o 1,094,864
B 2004 ... R ssnnnninns | sriensnsnnenssesesnss KKK ssssns s | e D90 TSR PPN 900,314 | ..ovverccrierrisseeniesiniiees 1,086,691 | ...ocvvrrerrrrcrrineerierreiiees 1,092,192
B, 2005......eeureeeeiesse skttt nensnnis | erssenennssnnecnsssnenn KR K nnnt ettt | eeeseseenee st D.9.9 ORI DO XXX oreeirireeviniasenines | seeressessseesssesssssss s 970,312 | oo 1,159,664
LG TR0 OO OT OSSOSO PO P SO P O PP UyPORPOPPTIRN FCTRTIRIURIRRRTID 0,0, COTRURUURORRRYRN FETTOTRRRRRRRN XXX orvorerserersisnsennnnes | seesesessensessnsessnane XXX iosvreerennminesennnens | sonsesmsesnessesssennes XXX eererrenenenssneennnnens | ooenseemsmsessesessessesnsnsssssesnnes 1,117,845

SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL

1971

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006

PIIOT. ettt ettt s bR R4 R b s Rt b bbb e s s st b tan | ebiebiebees sttt a st been 222,002 | oo 196,269 | ...oovvieeerercrreeiee e 196,503 [ ..ovvvrvrereerereeee e 196,633 | ..vooveeieereieieies e 196,625
2. 2002ttt RR AR AR b s bt n s st st st ninns | eriebessest sttt nen 1133457 [ oo 1,162,193 | oo 1,153,309 [ oo 1,153,372 | oo 1,153,361
3. 2003, et SRR SRRt baesen s st rentns | srentestensientensensnes XXX oteievierieeisesesinnes | coversesessessse s ssssesssssnes 1,126,764 | oo 1,105,637 [ oo 1,094,922 | oo 1,094,896
B, 2004 oeeeceeeeeeeeeeee e e s sttt RR Aottt s e s en sttt sttt es st enssessentensensnsinnas | seveeseeseensaeseeseeneas D00 GO IR D0 T RO 145,140 [ oo 1,105,313 [ oo 1,093,292
L 0 USROS DU D00 GO IR D 0.0 GO DR D0 T U 1,197,284 | oo 1,174,673
6. 200B........oeeeececeeeeee ettt ettt et en et eteneee b e sttt ee s et Rt s s ens st et e sse st et tees st st enssessensenssn st netnsnseestensansanssensentansnsnsisnas | oevessssssessssseeseeseas D0, S [ D0, S [ D0, S [ DO SO U 1,373,080

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 91)

2002.......cereeeeeieeieereeieeieseenenens | e 1,290,524 | ....ooeveereererierann 1,153,361 | oo 12,617 | o (I T 1,165,978 | oo 00.3 [ ottt sestesieesiesenes | ettt | eeveesesees s s 1,165,978 | oo 90.3
2. 2003 | e 1,359,511 | oo 1,094,864 | ....coovveererercrern. 67,664 | ...oovereerceeneees 6.2 | e 1,162,528 | oo 85.5 | i B3 [ et | e 1,162,591 | oo, 85.5
3 2004 | s 1,399,007 | .oovovereerercieranes 1,092,192 | .o, 85,050 | .ovevereerceeee s 8 T TATT242 | oo B4 | e 1,900 | v LI IO 1,178,351 | oo 84.2
4. 2005 | s 1,437,894 | ..o 1,159,664 | ....covvvveererereree 70,492 | oo B.1 | e 1,230,156 | .ovoevverecrerererererienne 85.6 | .o 15,011 | oo T A I Z L 86.7
5. 20060 | eressees e 1,565,460 | ...ovoovierriciiieninns 1,117,845 | oo 59,959 | .o X 3 177,804 | oo 752 | oo 255,235 | ..o 4882 | .o, 1,437,921 | 91.9
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Statement as of December 31, 2006 of the B|Ue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - HOSPITAL AND MEDICAL

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
1. 149,036 154,394 155,579 155,750 155,746
2. 880,207 | oo 1,039,836 | ..o 1,042,068 | ...ooovereiecsseeeens 1,042,686 | ...coooocverirercreieeenieiene 1,042,698
Bi 2003t Rt n et s et nn st nsensessntessenesensensnnenense | arersesenensessnserses s KO Kuertensersntessenetensene | ebesesseser ettt seens 808,024 | ...oooveeieeseree s 995,258 | ..vvcveiieiereiseieseeisse s 995,787 | v 996,180
A, 2004 R R bRt n sttt n s st n s st snsensennesnntensntensennes | eerserensessernsennesses XK urnnrensnrenensesnntenns | eesenesenennrennrenean XXX rririrrinereiennsieniens | reessresssseessesse e 812,611 | oo 986,237 | .ovvevvrerierreirereeineeesseesseeinnns 991,416
D 2005, RSttt ettt sen et entennennenennennnnnnanne | arersnresensesnsensens s KO Knrnrensersnrersnsetennenns | sessreenerentenrennnrenes ) 0.0 GO ISR XXX oerieieinereineensineees | ereveensnssesssssseseessssessesesnnees 869,788 | ..o 1,044,104
6. 2008......c0eeiieietiitet ettt ettt ettt et ee s bt sttt s s ettt es Rt n st Rne e sttt st enset st entesetensensessnsssestessntensensesntessntentenies | eresreressersnserserses KKK rsnrerensersensessntesns | senserssssnsnsennsenann D0, ST [ D N [ XXX orereeisirsnrssesenens | sossessessessnesssssssssssssssssssssnssssses 982,025
SECTION B - INCURRED HEALTH CLAIMS - HOSPITAL AND MEDICAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
S o 4o PO PSP O PSPPSRSO 180,369 [ .ovvevirerereerereeseee e 155,316 | oo 155,618 | oo 155,750 | coovvvrcieeieeiereee e 155,746
2. 2002 et RR SRR RS eeRR £ b bttt n s st st e s ntnss | eeebiessest sttt ettt nes 1,026,052 [ ..ooovoeireeeieieisrsrisesisnennens 1,050,745 | oo 1,042,652 | oo 1,042,696 | ....oovverrrririereeeeeienns 1,042,698
3. 1,025,665 | ...ovoeeereeeeireereiseisseeseenein 1,008,410 | .ooovoeerereeeeeeeeeeeeieeeeeeeenenes 996,109 | .vovvrerreereeeeeereereeeerere s 996,240
4. ..1,040,630 | ... .1,003,934 | ... ....992,445
B 2005, ettt bbbt sttt s s s sensnsennnne | srensessnsensessesensens KKK usrrensenessniensessnsenns | sreesenessenesensesees KKK renterserenensessensensens | eevenesessesseseesesses XK et sssensens | sresiesesiesi et 1,079,160 | oo 1,058,160
B, 200B... ..ttt ettt ettt ettt ettt ekttt t et E A s e At a st et n ettt n st en st nntensennnensensensntessensnnenanes | enersnrensansessnsenses KK untsnrerserenenserenssnnes | srerenrersnsensenserensss KK Kurnersnnansenseransensens | ererserensensensensnsens s KAKusnrensersntensesssnensanns | erssressessnsinsesiesnes XXX eveirieiersnieniens | e esenees 1,209,403
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 91)

1o 2002 | e 1,180,716 | oo 1,042,698 | ...coovvevvreereeis 11,429 | oo 3 IR 1,054,127 | oo 89,3 | e | e nrenes | e 1,054,127 | oo 89.3
2. 2003 | e 1,240,028 | ..o 996,180 | .vvveverrerreierrrreereinnend 671,567 [ .ovovrereerieeeeees (G 1 1,057,747 | oo 85.3 | o B0 | oovoeeeieereeee e | e 1,057,807 | .oooveeeeeeeeesreieiad 85.3
3 2004 | e 1,277,304 | oo 991,416 | oo TTA34 | s X T 1,068,850 | ...coovvveveieieieiieiiceinenes 837 | e 1,029 | oo (2 I 1,069,888 | ..o 83.8
4, 2005 | s 1,303,830 | .ooovereererrrirrireenne 1,044,104 | oo 63,544 | ..o 6.1 | s 1,107,648 | oo, 85.0 | oo 14,056 | .oovoveeeicireieressisninennns L A 1,122,521 [ oo 86.1
5. 2006 | s 1,388,526 | ...ovoorereeieinninninas 982,025 | ..o 52,596 | .o 54 | 1,034,621 | oo T45 | i 227,378 | oo 4275 | i 1,266,274 | .o 91.2
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Statement as of December 31, 2006 of the B|Ue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - MEDICARE SUPPLEMENT

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
L PTIOT ettt e bt bbb e bbbt bttt sttt s b st st enssessentestensaents | ensensesnesentensnstensenssnsnstententensssD1 228 [ verrerrerisssiessesssssessessessenssensensensssD300 | ertiiieieniie e 6,682
2.
3.
4,
5.
6.
SECTION B - INCURRED HEALTH CLAIMS - MEDICARE SUPPLEMENT
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
1.

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - MEDICARE SUPPLEMENT

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 91)
10 2002 | e 63,326 | ..o 65,390 | v B84 | .o 1.0 | e 66,074 | ..o T04.3 [ oo [ et | et 66,074 | ..o 104.3
2. 2003 | e T3,7T5 | oo 61,574 | oo 3,827 | ot 8.2 | oo 65,4071 | oo BB.0 [ .evueeeeeereirririereneeenrenes [ e | e 65,401 | oo 88.6
3. 2004 | e 77,503 | oo 64,491 | oo 4752 | s TA | e 69,243 | ..o 89.3 | e 19 | s | e 69,262 | ..o 89.4
4, 2005...... e | e 83,083 | .o T2418 | oo A324 | oo B.0 | oo 76,742 | oo, S 360 | e 49 | e TTAST | oo 92.9
5. 2006 | et 86,073 | .o (S 3437 | s 5.2 | 69,004 | ..o 80.2 | .o 11,834 | s 279 | e 81,117 | 94.2




Statement as of December 31, 2006 of the Blue Care Network Of MiChigan

U & | Ex.-Pt.2C-Sn A-Paid Claims-Dental
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Dental
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Dental
NONE

U & | Ex.-Pt.2C-Sn A-Paid Claims-Vision
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Vision
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Vision
NONE

12.DO, 12.VvO
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Statement as of December 31, 2006 of the B|Ue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
L PTIOT ettt et bt bbb bbbt bttt ettt s b st st ens st stentessaenans | eesensssinntentnsnstensnsensinntententensss sy 2B T | verrerrersisssessesssssiesssssessenssessessenssns By OB [ ertiieiieriie et e 8,527
2.
3.
4,
5.
6.
SECTION B - INCURRED HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
1.

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 91)
10 2002 | e 46,482 | ..o 45,219 | s 504 | oo 1A | 45,723 | oo 984 | oo [ e | et 45,723 | o 98.4
2. 2003 | s 45,708 | ..o 37,044 | oo 2,270 | o 8.1 | e 39,314 | oo, 86.0 | .overieeerereereeie B [ e | e 39,317 | o 86.0
30 2004 | s 44,200 | oo 36,250 | oo 2,864 | ..o 7.9 | e 39,114 | oo, 88.5 | .o 52 [ ottt | s 39,166 | oo 88.6
4, 2005...... e | e 50,9871 | covoeerereeeeeeieeninens A3112 | s 2,624 | oo 7 45,736 | oo S A 595 | o 2 46,352 | oo 90.9
5. 2006 | et 54,145 | oo 41,947 | oo 2,201 | o 5.2 | 44148 | .o 815 | 8,861 [ L - 53,198 | v 98.3
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Statement as of December 31, 2006 of the B|Ue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XVIIl - MEDICARE

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

@ Gk ow N =

SECTION B - INCURRED HEALTH CLAIMS - TITLE XVIII - MEDICARE

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XVIII - MEDICARE

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 91)
1o 2002..ciiiicirininreeineineins | erieeeene e ees | sttt | bttt nb bbbt n et | ebine et 0.0 | oo (O 0.0 [ 1ot | et | et (0 OO 0.0
2. 2003 | s | et | esttb s | chebne et 0.0 | oo (N OO 0.0 [ oot | e | e (0 OO 0.0
B0 2004 | s | ettt | entete sttt niens | chebne ettt 0.0 | oo 0 [ o 0.0 [ o | e | e 0 | oo 0.0
4. 2005 | e esrens | sessessessens et sr sttt sstsssnns | srsestessenssestess st esesents | eesesssnntessns st essenstestens 0.0 | oo O 0.0 [ oot | rressessinssssens s | srsssissess sttt enssessenae (0 0.0
5. 2006 | et 36,716 | oo 28,275 | oo I 6.1 | 30,000 | .o L A 7,162 [ 140 [ oo 37,302 | o 101.6




Statement as of December 31, 2006 of the B|Ue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XIX - MEDICAID

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006

@ Gk ow N =

SECTION B - INCURRED HEALTH CLAIMS - TITLE XIX - MEDICAID

IX'CL

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2002 2003 2004 2005 2006
L PO RS SRE£RRR SRRt b s | et R bbbt 55 | e 149 | e 149 | e 149 | e 149
O O o I PP OO OO
B 2003, ettt £ £ RS £ R E RS SRRt n st en et nentns | srestentensrentensenrnen XXX etrteireerneinseseesnnes | seesesenssasssessessesess s tss e ssss st esssessessans | setsessessessseeesse st ass et ses s st es s st e ssestnsessees | 4eseseteesee A et e RRe R s s et s sE e s est R s et st nen | 4eEeE et eesEesAee R e Rt ettt
B, 2004 .ttt £ R R £ R8RSR eSS £ AR E ARttt RE s ens e st st nsnnnene | eesenienteneaestentenens D 0.9, GO [ XXX et eiereeeneereeseeeees | reereesessieseese et st esse s s es e e sest st snses | eetesteeseeesee s e s eR s st A e st Rt e s st ens | £eeReeReREeeE AR ARt eE ettt Rent s
B 2005, . ettt Rt e £ £ R R RS RE £ RS EE e R SRR bR bbb n R R sttt baentens | £rntentensientensenaeen D0.9, GOSN IR ) 0.9, GOSN PRV XXX tetteeineereeneeinees | reeeeei et ees s ss sttt bbbt es | st eee e R e
8. 2008ttt RE £ E£EE LR E R bbb ent et | ensentent e ne et 20,0 R [T D00 SRR [RRRRR 20,0 SR DR XXX eitiseierninsninsinnnes | cerssessnssse e
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XIX - MEDICAID
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 91)

..................................... 0.0 [ oo | | 0| 0.0
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Statement as of December 31, 2006 of the B|Ue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - OTHER

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

@ Gk ow N =

SECTION B - INCURRED HEALTH CLAIMS - OTHER

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - OTHER

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 91)
10 2002 | cereeese e | s BA | ot | s 0.0 | oo B4 | e 0.0 [ 1o | et | e B4 [ o 0.0
2. 2003 | s | e BB [ oo | e 0.0 | oo BB [ .o 0.0 [ oo | e | e B6 [ .o 0.0
30 2004 | e | e 35 [ o | s 0.0 | oo 35 | e 0.0 [ oo | e | s 35 [ 0.0
4. 2005 | e | st nrens 30 [ | e nes (00 K 0.0 [ 1ot | rrerseesnstssssss e sesensans | serseesess sttt nsens 30 [ 0.0
5. 2008 | seenesnesnesenssss et enseneas | snsssesessenssns s snsr st st snssenaas B | e | e s 0.0 [ oo K 0.0 [ 1ot | oresnessessnessesnesessensenssnnenensans | sesseseens e sse et snssentns 3 | 0.0
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Statement as of December 31, 2006 of the B|Ue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS ONLY

1 2 3 4 5 6 7 8 9 10 11 12
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVl XIX Stop Disability Long-Term
Total and Medical) Supplement Only Only Benefit Plan Medicare Medicaid Loss Income Care Other
POLICY RESERVE
1. Unearned premium IESEIVES..........ccueveuevieeveiessssessesssessesessessesens | eesessessssienas 2,304,394 |........... 2,304,394 | .o | e | et | erietesesses s ssisssssenes | eresessessesissesesissessns | sressesssiesessesessessenieses | essesistestesesessesinsssens | sressesessnsestesiesessessenes | sessesessessessessntesiesestens | sreesesesiesinsesesessessenas
2. Additional POliCY FESEIVES (8)......c.evirerrereriireireserese s esessessesssaesees | eeveessssesaesssssssessnsenees 0 [ oorereerereeereerinrenies | e s sesesissesines | eeresessssistesessesinsssns | srressssesiessssssessnsssenss | ersesesnssissesissessissesins | seesessesnssessstesinsssenes | ersesesessssesessstissesies | aresessssnssessssesnsesinss | sessesesesssssssessssinsesies | sesesessesnssesessssessesinse | sestesesensesssesessssanees
3. Reserve for future contingent benefits............ccoceerieiicrieiieeens | e 0 | oo | e | e ssesensenes | sssessssesiesesestessssssenss | eesessesissistessssesissesins | sesessssesnssessstesinssssense | eesessesinssssessessstintesins | seesessesnssessssesesesante | eesesesensessssessnsintesies | sesesssesinssessssesestessnte | sossessessssesssesssssanis
4. Reserve for rate credits or experience rating refunds
(including $.......... 0) for investment iNCOME..........ccoeurieeirereeneineenees | e 2,651,542 | ..o | et | ettt nssteniens | eesessestess s esensenenas | seneeesieeens 1,863,773 | .o TBT,TB9 | oeeeeeeeieieeieeiieiiees | cevreeneiseessissisesnsansis | steeeresnsssesssssessssssessens | sessesssssassssssessesnssnsss | ctssessssssssnsssssnssasene
5. Aggregate write-ins for other PoliCY rESEIVES........ccevevieeeeercrerinieis | ereisesiesrisiesssesnaad (L R (VN {0 R [0 [0 R [0 R [0 [0 I (L (L R (L I 0
8. TOtalS (r0SS).....ceeurvevrrricrerrireiernnneeineeriensssesiesensssssnssnessnens [ eeverereeeneneiy 955,936 [ riiiiirnnnni2,304,394 |0 0 0 s 1,863,773 |.ovvverrenes 787,769 | ..o (O R [V RN [V RN (U RN 0
7. ReINSUraNCe CEUABM...........ovururrierireieieieeieeiseriesieeennireeseseeresensensens | srsnessesennssssessrsssnness0 | wonrinmesmsssssnssnssmssensens | oorsessansonesensensessensness | cosmesesensssssenssnsnsrsnsne | onssssssssmsssssnssnsssnssnes | eeoemsamsnmssessansensssssenses | sonssesssnssnesensensensensnes | seronssesenssssnessssnsssness | coossansssssensnnssnsnssnnsons | oonsesssnssnssessnnsenssensenss | crmssnssanssnssessensanssenne | ossnssesnssnssesensnsennes
8. Totals (net) (Page 3, LiN 4)......coccvurrerereinrirnnirssiinnnsresesessnessseenns | conronsesennenes 4,955,936 |.....cccocen.. 2,304,394 ..o, (O PR (O R [ 1,863,773 | oo, 787,769 | ..o [ R [0 RO [V PR [V PR 0
CLAIM RESERVE
9. Present value of amounts not yet due on Claims...........cc.coveeririinns | orereeeneneieieeneeeenns 0 [ cerererrrmereernennrnnenens | reereeseensnensssesnesnes | seenstsesssstsssssssssssssnnens | sressessssssestessenssnssessans | sessestessenssessessessesesss | sesessessessssnssessenssnsns | eesssssesinssnssssssnstensanss | sesessessesssessessensanssesses | sressessessessestessensesess | nessessessensssessessnnsnsns | sesssssssnssessnsssennsseseans
10. Reserve for future contingent benefits.............ccevveeieicciiierceeens [ 0 | o | e reressnnes | eeereresises s eseeresens | eeereiersnessseseeseesans | eresesieresetesesssnssninses | sretesesesssesesesssiesesenns | nereteresistessseseresetesens | eresresessnesesessesssnies | sresesisesisetesessseesasenns | neresesessssesessesesiesesens | seseesereseesesssesstennrenes
11, Aggregate write-ins for other claim reSErVeS.........ccouevmvevvierveereins [ e {0 P {0 P {01 PR [0 P [0 [0 (O [ {0 P {0 P {01 P 0
12, TOLAIS (GrOSS)..eurerrerreenrererirerreesseresseseesssssessesssssasssssssssesssessessessanssns | sesessessesssessessessansneens (01 S [0 (01 S (0 [0 [0 (O (I (0] SR (0] S (01 0
13, ReiNSUraNCe CEAEA............couiuvuiiiiciriireei e it 0 i e | | enriensssienssnsssssnsens | esnsenisssnsnseensssnnenies | snresseensesnnensesnseennens | senssnsenssensenssnsienss | snsiensienseennesnssnseenseans | ceonsisnssnsssnsisnnenssenies | onseeniisnns s nsiens | ceonissnnessns s snnssssenees
14, Totals (Net) (PAQE 3, LINE 7)....cuveeviireiereieeeeeeeee et | e e {0 [0 O (0 R (0 R 0 [ [0 [0 [0 (O S (1[0 R {00 SO 0 [roeeeeeeeieeenad 0
DETAILS OF WRITE-INS
0507, orrerreereessers sttt | b 0 [ e [ e | e | e | s | s | sesieesen s | st | cesseen e | st | st
0502, .o.veoeeeereereees st et esr sttt nent | srees st 0 [ cerererrmermmenrnerenreses [ rereneesnnesneesssessnnees | reeesseessmnessessssnsssnns | sessssssssnessnsssaesssnnsts | seessssessesssessssnsssnnes | seseesssessssnssseesssenssns | sesseessessesnsssansssessns | sreessessstessssnsssssssnns | eessesssensssssssansssessnns | seeesesssnnessseessanessenes | seseeessssssassssesssssesans
0503, oot | b 0 [ e [ e | e | e | s | st | s | s | cesseesi s | s | e
0598. Summary of remaining write-ins for Line 5 from overflow page......... [ ccoooeeeeeerieiriiennen. {01 TR 0 [ 0 [ 0 [ 0 [ [0 T [0 T [0 T {11 O 0 [ 0 [ 0
0599. Totals (Lines 0501 thru 0503 plus 0598) (Line 5 aboVe).......corvrrrrers | cernininnisirsiisinriens (O [0 (O () [ (O] [ (O [P (O P [0 P [0 I [ I [ I 0
T10T. et | cerei e 0 [ eriererremriernierineses [ e | e | e | st | s | s | s | cesieen e | st | s
1102, ettt | eees et 0 [ coreerremrieeninereeeies e | e | et | st nens | st | sesseest st | sttt | cesieent ettt nsni | sttt | sbeeens et
1103, et | ceees et 0 [ ererrremrireerierrnenes [ e | et | st | s nsssenns | s | st | seess s | cessesssensss s | soeesees s | s
1198. Summary of remaining write-ins for Line 11 from overflow page....... [ .occoeveveevivicrnenenee. {1 R {1 O (0 R 0 [ 0 [ 0 [ 0 [ [0 R 0 | {1 R (0 R 0
1199. Totals (Lines 1101 thru 1103 plus 1198) (Line 11 @boVe)......ccooveceene oo (O R [0 R (O R 0 | (I O O O O O [0 0 i 0 i 0
(@) Includes §.......... 0 premium deficiency reserve.




Statement as of December 31, 2006 of the Blue Care Network Of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 3 - ANALYSIS OF EXPENSES

Claim Adjustment Expenses 3 4 5
Cc1)st OtherzCIaim General
Containment Adjustment Administrative Investment
Expenses Expenses Expenses Expenses Total
1. Rent($.... 0 for occupancy of OWn bUilding).........c..cuvvrrvrevreisrersnresessssssesessesenes | cveriieiinns 1,249,819 | oo 754,591 | ............ 2,443,628 |...coverrerrrinns 4578 | oo 4,452,616
2. Salaries, wages and other bENEfitS.........cccvrirerrirerseseiseesess e | creeenees 28,464,347 | .......... 13,029,402 | .......... 63,248,767 | ..coovvvrrernnn. 95,349 | ....... 104,837,865
3. Commissions (less §.......... 0 ceded plus §.......... 0.@SSUME)......ooivvercrerieieiresiesiseiieniens | cevvsiiesississiesssssessens | evesesssessssissssssssssnnes | evveeeenns 34,880,898 |....ccooverrerrererrrererns | v 34,880,898
4, Legal fE€S AN BXPENSES. .....ccevuiriieriririeisiiese et ssese st ssssssssssensanses | ssessssssessessanssessessensss | sessssssessssssmssessesssnsses | conssessenssssnnes 38,939 | .o [ e 38,939
5. Certifications and accreditation fEES...........ccc.wwrmrrrirnrinrrneneriseneseeniesssees | e 21,190 [ oo [ eeveerrieesnneneeninens | e [ e 21,190
6.  Auditing, actuarial and other CONSUItING SEIVICES........cvuvuurrrerriinririreiriereisieireesnseessessisnsens | veveereesenees 551,238 | oo, 926 | oo 3,100,083 |...coovrrrrrnne 5,206 | .covevrrene 3,657,453
7. TraVeliNg EXPENSES. ......cvvereeriieeirereeseieieeetss st ssse s ssssessese s ssssssssessssnsssssessnns | seesessnsseenes 612,347 | .o 97,186 | ............ 1,623,590 |...ccccovrrirncee 2,881 | o 2,336,004
8. Marketing and adVertiSiNg...........cccveeeeveiiieeisieceee e senrens | e 40,186 [ .o | e 2,438,980 [..cooveveereeeeiiens | e 2,479,166
9. Postage, express and teIEPNONE. ..........c.vurrererrinriinsinsseiessssse e sesessssssssesssssenes | ssessesssessens 101,355 | .ovvrererrne. 8,988 | ...cco.c... 2,837,756 | .ovverrerrrrerna 691 | oo 2,948,790
10.  Printing and office SUPPLIES.........cc..cvvvrveerciireeeteee st sssssssesnses | cvvveesaesniad 651,536 | .ccvvvrnve. 11775 | e 3,353,414 | oo 587 | o 4,117,312
11. Occupancy, depreciation and @amortization..............ccoceeuevereeieseeeesieesesse e | cvveeienennad 689,175 | coevereen. 406,279 | ............ 1,833,961 [..oovovreerrnee 5837 | oo 2,935,252
12, EQUIPMENE. ..ottt sessssesssessssssssssssns | sessessssssenns 111,059 [, 67,844 | ............... K % R ISR 410,355
13.  Cost or depreciation of EDP equipment and SOftWare.............cc.ccoevvvveovevercereereeereeeeeeeens | covrvevnnns 2,180,581 | .ovevrernnne 171644 | .......... 13,088,769 |.....cccevnve. 23,266 | .......... 15,464,260
14.  Outsourced services including EDP, claims, and other Services............cccovvevecvevcveceeces | veveevee. 17,543,435 | ............ 4,252,826 | .......... 19,181,135 |[..coovirnee 14,047 | .......... 40,991,443
15.  Boards, bureaus and assoCiation fEES............cueueierveicirieeereiesisse e | e 186,067 |..coeverernne 4681 [ oo 977,897 | .o, 231 | o 1,168,876
16.  Insurance, eXCept ON real BSLALE...........ccccvcveveeeeeecee e | ceesessnseneesenas 5472 | oo, 3,617 | o 568,992 | ...covvereeerereeeieenes | v 578,081
17.  Collection and bank SEIVICE ChArgES.........ccvuiueviuevrieiieieeteee et ssissesssenns | cevesiesssseseesessesessess | evesessesssessessssssinnes | oevevessesnns 165,707 | oo | v 165,707
18.  Group service and adminISLration fEES.........ocu it reeesetseessesssiesisssessesses | seereisesssssssssesssssessens | eereesmeessenssnnssssssssonses | sesseseseesssenesssssssnsens | eesesssessesssnssessessenssns | soeseseesessessasssessesens 0
19.  Reimbursements by UNINSUIEA PIANS..........cc.vurirrerrireiirirereisceneiseiseissieeesesssssssssessesnnens | seensesesssssssssesssssessinss | eereesmeessessssnsssssnsssnees | soessesssesessessssessssnsens | eeesesssessesssmssnssessenssns | soesessessssessmmssessesens 0
20. Reimbursements from fiscal iINtErMEIANES...........c.oveureiiiiirieirirennereiniseieriiens | rerensiesinsinesiesnnens | ersesiinsseninneinssiensens [ cnrennsinsinseesinsines | cereessnessssnesnesnnnes | oessersenssessennsennees 0
21, Real EStAtE BXPENSES. ....coiveiveieciiete ettt sttt sssnnns | seressessesissessensessssenses | eresesisenesesnsresinnes | sresiesesesesinssessssensens | ressssses e sessesesens | erisresseseseses s 0
22, Rl ESAtE tAXES........coecieeiriec ettt nneennine | et nieninnnns | sriesiiessensnsi s | e | cereensnes e | e 0
23. Taxes, licenses and fees:
23.1 State and 0Cal INSUTANCE TAXES..........ovurireinririreerireiesiese s rissssesssesieessesens | corriinesinnsinneeesinneinns | vereresssnsiesissessssnenes | seressisesenesens 26,457 | ..ocvveerreererrerinns | e 26,457
23.2 State PremiUm tAXES......civivieiiieieicisieee ettt ssesse s sssssesnes | sestesssssessssssssssessssinss | veressessssiesinsssesesinnns | seenessessssessenessssenses | eesressensessesesssessnnes | seresseese s 0
23.3 Regulator authority liCENSES @Nd fEES.........cvviveicieeieeeeeee e [ eeiesissenesssissessesens | cerreriessesissesssennnes | vereriesenens 230,407 | .oovoverereeeenienies | v 230,407
23.4 PaYIOll tAXES.....couurirerirrreieisiiesiesesie st sessss s ssssesssssensesesns | evnssssnes 1,487,328 | oo 744432 | ............ 3,318,516 | ..o [ eeveeeninns 5,550,276
23.5 Other (excluding federal income and real state taXes)........oocvveveiienieeerieninies [ v [ e | e | e | v, 0
24, Investment expenses Nt INCIUAEd EISEWNETE............cccuieirieiniiieiesessesse e | cersnesesssessessessssnnsns | e | i | e | cvsesesesesess 0
25, Aggregate Write-ins fOr EXPENSES........cviviuriiriieieicreie e ssss s ssessens | ssessssees (1,526,352)] .............. (41,872)] .............. (982,318 ....c.ccveveven 0. (2,550,542)
26. Total expenses incurred (LINES 110 25).......cvirrcicineiieesieesesesissssssssssssssssssssssssessens | eveesnnns 52,368,783 | .......... 19,612,319 | ........ 152,607,030 | .ovovrerneee 152,673 |(a)....224,740,805
27. Less expenses unpaid December 31, CUMTENt YEAI.........cccoueuiveieieierieeeseissiesseessssenss | evisnenns 4,204,186 | ............ 1,574,484 | .......... 35,091,127 | oovevveeeeerreriienies | e 40,869,797
28. Add expenses unpaid December 31, Prior YEaI..........civreieuieerieieieissesiessssesssssessssnns | erssnienes 3,579,119 | v 1,331,972 | .......... 33,364,805 | ..covverrreiereeienes | e 38,275,896
29.  Amounts receivable relating to uninsured plans, PriOr YEAI.........ccuevvvnrrereinnirennnneens | renrmsensnssesensennens | e | i | e | s 0
30.  Amounts receivable relating to uninsured plans, CUMTENE YEAT.........ccvvvereirrerierersserins [esreserisemeserssensss | erosssrssssssesessssessesses | sressesessssessssessssansons | soesssssssessssesssnsessessess | eosesessensesssssessssesan 0
31. Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30)......cccccceeeerrercercreees [ corrnnnas 51,743,716 |......... 19,369,807 |........ 150,880,708 |............... 152,673 |........ 222,146,904
DETAILS OF WRITE-INS
2501, Other EXDENSES........cvvirrriererrieseiiesseessesisessssessssssssssssssesssssesssssssssssssesssssssssessesses. | ovesmsessnens 594,997 | ..o 29,659 | .ovreernnne 304,223 | oo | e 928,879
2502, RECOVETIES.......ooomvirveirerieeeisesiressesess s sssesssessssssssesssssessssessssssssessssssssssssenessenses. | sessesesens (2,121,349) .. (CARRED] — (1,286,541) [ ..eovvvvvereerireerireenns | e (3,479,421)
2503, ettt enest e | snsssenessnsssnsesssenstnnns | eessseensessssanstssnnstns | sesseessssansssnessnnsssanees | soevsnnesssessnnsnstasnstns | oeesssneesseesneenesnees 0
2598. Summary of remaining write-ins for Line 25 from overflow page.........ccccvveevecvevereerevees | evvevereseeee s (0] I (01 (0] I (01 0
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (Lin€ 25 8hOVE)........crreersrermrrerssresnseessnnernss | corsreeens (1,526,352)| ....cocovevnvs (41,872)] oo, [CLEPARAL:)) — 0] s (2,550,542)
(@) Includes management fees of $.....29,096,411 to affiliates and §.......... 0 to non-affiliates.
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Statement as of December 31, 2006 of the Blue Care Network Of MiChigan

EXHIBIT OF NET INVESTMENT INCOME

1 2
Collected Earned
During Year During Year

U.S. government bonds
Bonds exempt from U.S. tax
Other bonds (UNGFFIIALEA)..........rerrerreereicireier ettt en
BONGAS Of AFfIIAIES........cvucvecvieciece ettt et ettt n e
Preferred stocks (unaffiliated)
Preferred StoCKS Of @fflIAES...........c..ivuiiieeiiee ettt
Common stocks (unaffiliated)
CommON StOCKS OF AfIIALES........c.cvucvcieieiciec ettt bbb bbb
MOPGAGE I0NS.....ee ettt ettt 8 8RRt
REAIESTALE. ...ttt R bR RS R ARt RR et b e a bbb s s s
CONMTACE IOBNS........ooveee ettt ettt st s s st s bbb ee s s st e e sttt s b s b
Cash, cash equivalents and ShOM-term INVESIMENES............cccoouciiueiieieeiee ettt s s
Derivative instruments
OhEr INVESIEA @SSELS.........ucvuiiieieiictseece ettt ettt bbbttt bbb nes
Aggregate write-ins for investment income
Total gross investment income

....32,967,835

Investment expenses

Investment taxes, licenses and fees, excluding federal INCOME tAXES............covireiiieieiieieiiee et sssnee
INEEIESE EXPENSE. .. ..ceeiviecteice ettt bbb bbb sttt e st bbb a et ann
Depreciation on real estate and other INVESLEA @SSELS...........cvueieiiiiiiie ettt

Aggregate write-ins for deductions from investment income
Total deductions (Lines 11 through 15)

Net investment income (Ling 10 MINUS LINE 16).........c.cvueiueiiueiiiiciitecisie ettt sb s bbbt st

152,673

152,673

.............................. 32,815,162

0901.
0902.
0903.
0998.
0999.

Summary of remaining write-ins for Line 9 from overflow page
Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)

1501.
1502.
1503.
1598.
1599.

— e~ =
Lo

zes

Includes §.......... 0 interest on surplus notes and §.......... 0 interest on capital notes.
Includes §.......... 0 depreciation on real estate and §.......... 0 depreciation on other invested assets.

EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2

Realized
Gain (Loss)
on Sales
or Maturity

Other
Realized
Adjustments

3
Unrealized
Increases
(Decreases) by
Adjustment

1.1
1.2
1.3
2.1
211

)
© o ~No® oW ON
NS

—
I

U.S. government bonds.
Bonds exempt from U.S. tax....
Other bonds (unaffiliated)....
Bonds of affiliates....
Preferred stocks (unaffiliated)..
Preferred stocks of affiliates.............cccoviveeververerieieecesecenne
Common stocks (unaffiliated)
Common stocks of affiliates
Mortgage loans.
Real estate
Contract loans.
Cash, cash equivalents and short-term investments....................
Derivative instruments
Other inVested @SSELS..........ccovuveivereriieieees e
Aggregate write-ins for capital gains (I0SSES)........vverrrrverrernernienns

27,821
.................................. (51,783)

Total capital gains (I0SSES).......cruerreieiriiiiiiieieiseeisie s

0998.

Summary of remaining write-ins for Line 9 from overflow page....
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)...............
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Statement as of December 31, 2006 of the Blue Care Network Of MiChigan

EXHIBIT OF NONADMITTED ASSETS
1

Current Year
Total
Nonadmitted Assets

2
Prior Year
Total
Nonadmitted Assets

3
Change in Total
Nonadmitted Assets
(Col.2-Col. 1)

1. Bonds (Schedule D)
2. Stocks (Schedule D):
2.1 PrEfErTed STOCKS. ... .cuurveuerecerieririeieciss sttt sstsesssessssesssenenes | sessssessssnessssessiessst e esssssesssnnnnis | sttt | et 0
2.2 COMMON SEOCKS. ......ouviicreicte ettt st senses | sevessessesessesses s senes 117,864,424 | ..o | e (117,864,424)
3. Mortgage loans on real estate (Schedule B):
31 FIISEENS ..ottt | ettt | sebietir ettt | st 0
3.2 Other than firSt IENS..........cvuueerirrrieeririeere s esssseseessssesssnnees. | sonsssnnesses st ssssssssensssessseesens | consssmnessssssssessssessssessssenesssssssseessns | ooessinnessesssesesssnsssssesssesessesseeed 0
4. Real estate (Schedule A):
4.1 Properties occupied bY the COMPANY........cccoeriiriniiiniensessesssssesssssssssssessessnes | sonssssssssssssesnsesssessssessssesssessess | senssessesessssessssessssssssesessssessesess | siessssiessssessmssessssessessessssssessseses 0
4.2  Properties held for the production 0f INCOME..........cueuiiiieiiieeiricseese e | e ssssensens | etistessess st sss s sese e sssesssssess | stesississessesisssessssesse st sssssesssenes 0
4.3 Properties NEld fOr SAIE..........ouurureirirririierinsinneeeseieessssseess e ssssssssssssssssssens | sesssssmsssssssssessessssssessassssssessassesssnss | sessessnssessesssssssssessnssssmsssnsssssnssans | sessessiessessessssssssnnssssssssnssnsssnnes 0
5. Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term iNVeStMENts (SChEAUIE DA)........c.vrrerrrirrireirsnreeiesissiessessessessssssesssssssness | censsssssnssssssnssssssssssssessessessessassesss | sessssmssssssssssssssssnssnssssssassssssnssesss | sssmssemsssessessssesssssssesssssnsseses 0
8. CONMTACTIOANS.......couiuiiiiiie bbbt bbbt | Crbb ettt | Heenb bbbttt | senbe et 0
7. Otherinvested asSets (SCHEAUIE BA).........c.curirimrirrireiinensissiissississssssssssssssessessesssessessssssesses | sossssssessssssssssssessesssessessonssessessonsses | sressesssssesmsssssssssmsssssssssmssassssssnssns | soessmsssssssssmssssssssmsssssssnsssssnsan 0
8. RECEIVADIES fOr SECUMMIES........oeuieeriiriii bbbt | frebenee ettt ens [ Hoesbaen st bbbttt rstiens | senbiensbn bbb 0
9. Aggregate Write-ins for INVESIEA @SSEES.........vurrirrirerieieieeieireie et sesssssssssnnses | essssssessssssssssssssssssssesssssnssesssssa 0 [ o 0 ] e 0
10. Subtotals, cash and invested assets (LINES 110 9).......ccovevveiieiieieriieniieiesiesessiessesesns | cresesssesssesesnens 117,864,424 | ..o (U1 IR (117,864,424)
11, Title plants (fOr Title INSUMETS ONIY).......evererrerrieirrisircesrisieseesessers s essesssnssessessesssessessseess | reesesssssssssmessssssssnssessessenssessessanssns | ressessssssessmssssessemsssnssssmsssssssssnssns | ssessesssesssssmsssesessmssesssnssssssan 0
12, Investment inCOME dUE @NT ACCIUBH............cuuuvviiviiiiriiinri s [ ettt | sesesiess s seniessins | etbirisesiess s 0
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in the course of collection
13.2 Deferred premiums, agents' balances and installments booked but
deferred and NOt YEE QUE........c..cvucvecieicieccs ettt ssestessiens | ervsssssssssssissssssessssssessesssessessessiesss | srsessessesesessess st sssssessssssssanss | eriessessesese e s st enes 0
13.3 Accrued retroSPECVE PrEMIUMS.........ocurureueeeeeeereseessesseeseeseeeseesessssessssessesssssesssssssssens | cessssmesssssssnssssssessssessssssessassasssesss | sesessmessessessnssssssessssnsssssnstassnssasss | sesessemsssssessssssssessssssssssssssssnsees 0
14, Reinsurance:
14.1  Amounts recoVerable frOM FBINSUIETS. ...t sisessnnes | oreestisesissss st senitens | seesbsesstsssiensb st sisssb bbb nstsens | soetsiensinss s 0
14.2  Funds held by or deposited with reinsured COMPANIES............oovvvrrrmeirierrreeesiernineens
14.3 Other amounts receivable under reinsurance contracts
15.  Amounts receivable relating to UNINSUIEA PIANS............ccceiueiiiiiieieeice e erens | esesessee e sesssses s sessssesessssess | soessesissesesessesessssssssssesesssesesessesess | esesessessssssesssesesessesessssnsssssesesns 0
16.1 Current federal and foreign income tax recoverable and interest ther€on...........ccovevvvieee [ oo [ e | e 0
16.2 Net defermed taX @SSEL.........ovvuuuirrieriicrririiee ittt ssssssennins | eessesssssss st nessssssssenssensssne | sesssessssessssnssssesssnnenssessssesssensssns | sesesesessnes sttt 0
17. Guaranty funds receivable OF ON AEPOSIL.........cceuieiiriiise e siessens | sresieiessssessssessssessessssesssssesssesssnss | sressssissesssesssssessessessssessessessssessense | essesssssssesmssesssesnssessssassessessnsnn 0
18. Electronic data processing equipment and SOftWATE............cevercveiierereesiineeeeee e seseesenens | cersisssssesieseeese e senes 3,195,220 | .oveveereereeeereeie e 1,653,662 [ ..ooovvererererecinns (1,541,558)
19.  Furniture and equipment, including health care delivery assets..........ccoooeeninieieesieins | e 5,528,384 | ..o 577,519 | o (350,865)
20. Net adjustment in assets and liabilities due to foreign EXChANGE AES..........ceeveerierieirereiieies | e sssessens | creeressiss s siss e es s sssssessens | cesissiesessssissse e st e sssassessssenes 0
21. Receivable from parent, subsidiaries and affiliates...........cccovieienieiieciescsieesis | e 16,423 [ oo 66,955 | oo 50,532
22. Health care and other amounts reCeIVADIE..............cccveicvieieciceicec et | ot ses e 2,096,631 | oo 797,514 | oo (1,299,117)
23. Aggregate write-ins for other than invested aSSets.............oveieinieisieieeee ey | e sesss e 3,198,625 | ..o 1,308,732 [ oo (1,889,893)
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 10 troUGh 23)..........uvueerermmeereeereeeenseseeessesssnssssesssssessmessssssssssssnees | eessmsessssesssmmessnssssanes 132,094,924 | ... 9,047,265 | ..o (123,047,659)
25. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNES..........coceerere. [ coeieeieiieiiniissiesissesissiesiessssienns | coesssssesis e snssssssssssssssssssesss | evisssessissssssssssessss s sssssssssnses 0
26. TOTALS (LINES 24 @NA 25)........cooreeerrereeeeseeciieeeiseeesiseeesseeesseesssesssseessnesssssssanssssassssssssansssss | eeesmsesesseesmsesssnsenanes 132,094,924 | ..o 9,047,265 | ....vvveverrnne (123,047,659)

0998. Summary of remaining write-ins for Line 9 from oVEMIOW PAGE........ccvvevevveierciereeieieisiens | e ssres e 0 | e L0 U 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE).......cieiiiiiriiiisiiiiisieisiesiesiesesiieis | eosresiessssssesseesessssse st sneesnens 0 ] i 0 ] e 0
2301. Due from University of MIiChIGAN............ccevieieicsceeceteece e ssssestes s sessesassnssnes | eveetessessssssssssssesinsnaas 1,893,195 [ oo | e (1,893,195)
2302. PrEPait EXDENSES. ....cvvvreirresssereessaeesssseeesssseessssesessssssssssessss s essssessssssssssssssssssssssssssmssessssseses | sesssnmmesssssssessssesssssaees 1,299,646 | ...ooevvvevereerrerirsseeenns 527,405 [ .ovooereirreeeinrerineend (772,241)
2303, Prepaid PENSION.......c.ccoeiiiieeieecteeitee st bessssssssebe bbb s s sess s ssesnnes | esssssssssssssessesesessssessssssessnsesesasteses | sresesassesssessssessnsssessesesenns 778,940 | .o 778,940
2398. Summary of remaining write-ins for Line 23 from overflow Page.........cccoviereeverieiersereienns [ e 5,784 | oo 2,387 | o (3,397)
2399. Totals (Lines 2301 thru 2303 plus 2398) (LIN€ 23 @DOVE).........cciveevierriieriesciisesisiesisisssenses | evsresiessssssssssssesessnnas 3,198,625 | .o 1,308,732 [ oo (1,889,893)
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Statement as of December 31, 2006 of the B|Ue Care Network Of MiChigan

EXHIBIT 1 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Total Members at End of 6
1 2 3 4 5 Current Year
Prior First Second Third Current Member
Source of Enrollment Year Quarter Quarter Quarter Year Months
1. Health maintenance OrganIZAtiONS.............c.ccvucuiueviieceieciseete ettt es bbb st sas s s ssssesans | avssssssesesssessessssnses s snes 452,163 [ oo 460,284 | ..o 473,738 | oo AT6,410 | ooviceecere 482,998 | ...ocoeriereeeean 5,622,483
2. Provider SEIVICE OFJANIZAtONS...........c.ccviviuiieiiieieisieie ettt et s bttt b bbbt bes s b bt es s e s et b et e st seaebsnsebess | 4bsssesessssesassssssessssesebesstesssesebensets | sresebessssesssssesetemsesesssstssessetesesteses | ebesesssssssssssesesstessssssesessesesesasaesans | sbessssesessesesesssastsesesesastesesensesensene | sessetesesantesseseaessete s e b st s s etebetes | neretebesstessea et e st e s s et s et et bens
3. Preferred PrOVIAEr OFGANIZALIONS. ... .....ovueiuieueireeie ittt ees ettt s bbb Eb bbbt Rk e s e b et | 2282 EeeEeeE SRR e S b eesse et eesesseeesessesbentsees | Hieesessessnsesessesseessebsessnenebessnsseebans | £8eEaetessestaesaesaeeseesaeteetsessantessaestes | Hesesstaessostasseesaessessestenesessestentsetns | sebseesessnetetebses ettt nee b et et e st eets | eeEeeE et eesE et e b RR e R b et E e ennt s
4. POINE OF SEBIVICE.....ouueeeiiaiesieeei ettt bs bbbt ettt | £hbesb e iRt Rttt eb st R ies | Heeb e s AL b bRttt | £ieRE R R Rt | HEsent s sttt nn s | eebee bbbttt | eest ettt
B INAEMNIEY ONIY......cviviiectetectcte ettt bbbttt s bbbt bbbt eb st a s b st b s bt en s et et e b s b s e aetebenbebesssntnnas | siebebebssiesssasaeteteetetes s et sstetesastetas | ebesssssesassetetesastesasstetessesetesansesans | sbebssesessesesetes st s s eaebesaebesessnaessnas | seeteretesintesasetetanaesebessesnseaebesaebes | netebebessesesesetebestebes s sesesseaebesesansens | sbebesieaete et et et s et s st e b sttt b st nes
6. Aggregate Write-ins fOr Other INES Of DUSINESS...........vuiuiereiieiiiirie ettt | fetbetssebsee e bs sttt 0 [ o 0 [ o 0 [ o 0 [ oo 0 ] oo 0
- OO OO OO OO OO SOO SO OTOPOTRRPS) FFOROO OO OO 452,163 | oo 460,284 | ... 473,738 | oo 476,410 | oo 482,998 | ..o 5,622,483
DETAILS OF WRITE-INS
0G0 OO OO PO OOl OO OO DO DO OO OSSPSR PO
0602.
0603.
0698. Summary of remaining write-ins for Ling 6 from OVEITIOW PAGE........cvuuuiuriiiriiriecieieieie ettt ettt | feebeessstsnss st estesase st st e s aessessensnes L0 SO (0 O (0 O (0 RO 0 | oo 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LINE B BDOVE)........c..ceviuieriiiieiiisiiiessscissiesssesssssssssssssssessssessssssssssessnssssesssssssssssss | sossesssssnssssessssesssssesssssssssessnsesans 0 | ot 0 | oo [0 U [0 U [0 U 0




Statement as of December 31, 2006 of the Blue Care Network Of MiChigan

NOTES TO FINANCIAL STATEMENTS

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Accounting Practices

The financial statements of Blue Care Network of Michigan (“BCN”) are presented on the basis of
accounting practices prescribed or permitted by the Michigan Office of Financial and Insurance Services
(“OFIS”).

OFIS recognizes only statutory accounting practices prescribed or permitted by the State of Michigan for
determining and reporting the financial condition and results of operations of an insurance company. The
National Association of Insurance Commissioner’s (NAIC) Accounting Practices and Procedures Manual,
(NAIC SAP) has been adopted as a component of prescribed or permitted practices by the state of
Michigan. As of December 2006 and 2005, respectively, BCN had no permitted practices. The state has
adopted certain prescribed accounting practices that differ from those found in NAIC SAP. First, OFIS is
phasing in SSAP No 19, Furniture, Fixtures and Equipment; Leasehold Improvements Paid by the Reporting
Entity as Lessee; Depreciation of Property and Amortization of Leasehold Improvements, BCN has admitted
0% and 25% of the book value of furniture and equipment and leasehold improvements for years ending
December 31, for 2006 and 2005, respectively. In NAIC SAP, furniture and equipment and leasehold
improvements are 100% non-admitted. Secondly, amounts receivable from parent, subsidiaries and
affiliates (PSA) over 90 days past due are non-admitted by BCN. In NAIC SAP, amounts due from PSAs are
admitted regardless of aging.

A reconciliation of BCN’s net income and capital and surplus between NAIC SAP and practices prescribed
and permitted by the State of Michigan is shown below:

2006 2005

NetIncome, Michigan basis $ 28,389,203 $ 78,396,434
State Prescribed Practices:

None
State Permitted Practices:

None - -
NetIncome, NAIC SAP basis 3 28,389,203 3 78,396,434
Statutory Capitaland Surplus, Michigan basis $ 228,286,525 $ 313,022,914
State Prescribed Practices:

Phase in of SSAP No 19 - (1,725,840)

A mounts receivable from PS A 16,423 66,955
State Permitted Practices:

None
Statutory Capitaland Surplus, NAIC SAP basis $ 228,302,948 $ 311,364,029

. Use of Estimates in the Preparation of the Financial Statements

The preparation of financial statements, in conformity with Statutory Accounting Principles, requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosures of contingent assets and liabilities at the date of the financial statements, and the reported
amounts of revenue and expenses during the period. Actual results could differ from those estimates.

. Accounting Policy

BCN uses the following accounting policies:

(1) Short-term investments are stated at amortized cost.

(2) Bonds not backed by other loans are stated at amortized cost using the scientific interest method.

(3) Common Stocks are stated at NAIC market value.

(4) Preferred Stocks — NOT APPLICABLE

(5) Mortgage loans on real estate — NOT APPLICABLE

(6) BCN loan-backed securities are stated at amortized cost. Premiums and discounts on loan-backed
securities and structured securities are amortized using the retrospective method based on anticipated
prepayments at the date of purchase. Prepayment assumptions are obtained from broker dealer survey
values or internal estimates. Changes in estimated cash flows from the original purchase assumptions

are accounted for using the retrospective method.

(7) BCN records its investment in certain affiliated grantor trusts as other invested assets using the adjusted
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audited GAAP equity method and reports the increase or decrease in the investment as a change in
unrealized gain or loss for capital and surplus.

BCN records its investment, starting on December 1, 2006, in BCN Service Company, a wholly owned
subsidiary, using the audited GAAP equity method and reports the increase or decrease in the
investment as a change in unrealized gain or loss for capital and surplus.

BCN records its investment in M-CARE, a wholly owned subsidiary licensed as a Health Maintenance
Organization (HMO) by the State of Michigan, using the audited Statutory equity method and reports the
increase or decrease in the investment as a change in unrealized gain or loss for capital and surplus.
The carrying value of M-CARE includes $33,550,884 of admitted goodwiill.

(8) Investments in joint ventures, partnerships and limited liability companies — NOT APPLICABLE
(9) Derivatives — NOT APPLICABLE

(10)At December 31, 2006, BCN was not required to record a premium deficiency reserve. If the need to
record such a reserve arises, BCN would use anticipated investment income as a factor in the premium
deficiency calculation.

(11) Claims Unpaid — The claims unpaid liability for incurred but unpaid and unreported hospital and medical
claims is accrued in the period during which the services are provided, and includes actuarial estimates
of services performed which have not been reported by providers to BCN. Such estimates are based on
historical claims experience modified for current trends and changes in benefits provided. Revisions in
actuarial estimates are reported in the period in which they arise. BCN has reinsured certain of its claims
liabilities through an affiliated self-insured trust. Processing expense related to claims is accrued based
on an estimate of expenses to process such claims.

(12) At December 31, 2006, BCN had no change in its capitalization policy from the prior period.
(13) Pharmaceutical rebate receivables are estimated based on historical rebate trends and membership.
2. Accounting Changes and Corrections of Errors

Pension and other postretirement benefits

During the 1St Quarter of 2005, BCN’s management determined that BCN was directly liable for the
pension and other postretirement benefit plans, even though Blue Cross Blue Shield of Michigan (BCBSM)

acts as the administrator for those plans. Accordingly, for the 1St Quarter of 2005, BCN’s statutory financial
statements were adjusted to exclude non-vested employees and to account for the additional minimum
pension liability, the immediate recognition of the initial transition obligation for postretirement benefits and
incremental pension liability in accordance with SSAP No. 89, Accounting for Pensions and SSAP No. 14,
Postretirement Benefits Other than Pensions. This change in 2005, was reported as a correction back to
January 1, 2003 for the initial implementation of codification and resulted in an increase in surplus of
$12,587,972 for postretirement benefits and a decrease in surplus of $2,825,654 for pension. Following
guidance in SSAP No. 3, Accounting Changes and Corrections of Errors Paragraph 10, BCN included this
change as a write-in on page 5, line 47 aggregate write-ins for gains or (losses) in surplus.

Capital stock

In preparing the 2005 annual statement, BCN’s management determined that even though total capital and
surplus were reported correctly, certain amounts on the individual lines, common capital stock and gross
paid in and contributed surplus, were not reflected appropriately between the two lines. There was no
impact to total capital and surplus for 2005 or any prior year.

Prior period premium revenue allowance
In 2005, BCN made an adjustment to increase capital and surplus by $590,689 to eliminate the effect of a
GAAP allowance off-setting premium revenue which was created in a prior period.

3. Business Combinations and Goodwill —

A) Statutory Purchase Method
BCN Service Company
1. On December 1, 2006, BCN purchased all the common stock in BCN Service Company from an affiliated
entity, Blue Care of Michigan, Inc. (BCMI). BCN Service Company had been a wholly owned subsidiary
of BCMI. BCN Service Company is a third party administrator (TPA) licensed by OFIS.

2. BCN accounted for the purchase transaction using the statutory purchase method as defined in SSAP
No. 68, Business Combinations and Goodwill, with BCN Service Company becoming a wholly owned
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subsidiary of BCN.

The cost of the BCN Service Company acquisition totaled $41,077 which was the statutory book value of
BCN Service Company as of November 30, 2006, with BCMI receiving cash in exchange for all common
shares in BCN Service Company. There was no goodwill associated with the purchase.

The Company did not recognize any goodwill amortization relating to the acquisition of BCN Service
Company at December 31, 2006.

M-CARE and M-CAID

1.

On December 31, 2006, BCN purchased M-CARE and its wholly-owned subsidiary, M-CAID, from The
Regents of The University of Michigan (The Regents). Both M-CAID and M-CARE are HMOs licensed by
the State of Michigan. M-CARE offers managed healthcare services to the employees of the University
and other employers of Southeastern Michigan. M-CAID, formed in 2003 to separate Medicaid HMO
operations and financing from M-CARE, offers Medicaid HMO services to members in two counties and
certain zip codes in a third county in Southeast Michigan. Once the transaction was completed on
December 31, 2006, M-CARE became a wholly-owned subsidiary of BCN with M-CAID remaining a
wholly-owned subsidiary of M-CARE.

BCN accounted for the purchase transaction using the statutory purchase method as defined in SSAP
No. 68, Business Combinations and Goodwill.

The cost of the M-CARE and M-CAID acquisition was an aggregate purchase price of $228,884,639,
subject to a final purchase price adjustment. The purchase resulted in goodwill of $151,415,309 which
will be amortized over 10 years.

BCN did not recognize any goodwill amortization relating to the acquisition of M-CARE and M-CAID as of
December 31, 2006.

B) Statutory Merger —- NOT APPLICABLE

C) Assumption Reinsurance — NOT APPLICABLE

D) Impairment Loss
BCN did not recognize an impairment loss relating to the acquisition of BCN Service Company, M-CARE or
M-CAID.

Discontinued Operations — NOT APPLICABLE

5. Investments

A

B
C.
D

F.

G.

Mortgage Loans — NOT APPLICABLE

. Debt Restructuring — NOT APPLICABLE

Reverse Mortgages — NOT APPLICABLE

a.

. Loan-Backed Securities

BCN loan-backed securities are stated at amortized cost. Premiums and discounts on loan-backed
securities and structured securities are amortized using the retrospective method based on anticipated
prepayments at the date of purchase. Prepayment assumptions are obtained from broker dealer survey
values or internal estimates. Changes in estimated cash flows from the original purchase assumptions
are accounted for using the retrospective method.

Repurchase Agreements — NOT APPLICABLE

Real Estate — NOT APPLICABLE

Investments in low-income housing tax credits (LIHTC) — NOT APPLICABLE

6. Joint Ventures, Partnerships and Limited Liability Companies — NOT APPLICABLE.

7. Investment Income

BCN had no non-admitted accrued investment income as of December 31, 2006 and 2005, respectively. BCN
excludes from surplus any due and accrued income that is over 90 days past due.

8. Derivative Instruments — NOT APPLICABLE

9. Income Taxes - BCN has been recognized by the Internal Revenue Service under Internal Revenue Code
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10.

Section 501(c)(4) as an organization exempt from tax under Section 501(a). In 2006 and 2005, BCN recorded
$31,541 and $51,816, respectively, in federal income tax expense on unrelated business income.

Information Concerning Parent, Subsidiaries and Affiliates

BCN is a nonprofit stock corporation, a wholly owned subsidiary of BCBSM and licensed as an Health
Maintenance Organization (HMO) by the State of Michigan. BCN operates as a combination staff and network
model health maintenance organization. BCN provides health care services to subscribers at its own outpatient
health facilities and through contracts it has entered into with various physician groups, hospitals and other
health care providers.

As referred to in Note 3, Business Combinations and Goodwill, BCN purchased BCN Service Company on
December 1, 2006 and M-CARE on December 31, 2006. M-CAID remains a wholly owned subsidiary of
M-CARE.

BCN conducts business transactions with BCBSM and affiliates on a routine basis. All related party receivable
and payable balances are classified as either amounts due to or from parent, subsidiaries and affiliates, except
for reinsurance ceded and claims unpaid.

Claims Processing - Claims Processing - BCBSM processes and pays some hospital, hearing, and
professional claims on behalf of BCN. BCN reimburses BCBSM at agreed upon rates for claims and pays an
administrative fee for each claim processed by BCBSM. BCBSM billed BCN $472,112,598 and $399,901,512 in
2006 and 2005, respectively, for such claims. BCBSM charged BCN $331,907 and $401,796 at December 31,
2006 and 2005, respectively, for certain claims processing. BCN owed BCBSM for claims processing $56,571
and $142,166 at December 31, 2006 and 2005, respectively. BCN owed BCBSM $41,188,204 and $27,981,780
for claims billed at December 31, 2006 and 2005, respectively.

BCN shares in a combined BCBSM and BCN claims settlement process for certain hospitals. BCN billed
BCBSM $5,436,549 and $7,516,129 in 2006 and 2005, respectively, for claim settlements. Claim settlements
owed to BCN from BCBSM were $5,409,452 and $4,317,831 as of December 31, 2006 and 2005, respectively.

Administrative Cost Allocation - BCBSM provides and bills BCN for miscellaneous administrative support,
including computer operations support. BCBSM purchases services on behalf of BCN such as telephone
services and bills BCN accordingly. BCBSM also makes payments on behalf of BCN for expenses, such as
agent fees, and bills BCN for payment. BCBSM billed BCN $70,068,856 and $72,526,123 for 2006 and 2005,
respectively. BCN owed BCBSM $13,248,844 and $14,072,219 at December 31, 2006 and 2005, respectively.

Administrative support fees paid to affiliates were allocated to the statutory administrative expense categories of
cost containment, claims adjustment, general administrative and investment expenses, based on the affiliates
statutory administrative expense categories. These statutory administrative expense categories were further
allocated to detailed expense accounts based on the affiliate’s expense detail.

Blue Care Network Medical Malpractice Self-Insurance Trust - BCN has an agreement with an affiliated
grantor trust to provide malpractice coverage. There were no premium expenses related to the malpractice trust
in 2006 and 2005.

BCN’s investment in the Trust is determined using the adjusted audited GAAP equity method and was 97.58%
and 97.62% at December 31, 2006 and 2005, respectively. As of December 31, 2006 and 2005, BCN’s
investment in the trust, reported as an other invested asset, was $53,606,080 and $47,096,466, respectively.

BCN provides and bills the Trust for miscellaneous administrative support. Miscellaneous administrative
expenses reimbursed from the Trust totaled $14,400 in 2006 and 2005. BCN also makes payments on behalf of
the Trust for certain other miscellaneous administrative expenses and bills the Trust for payment. BCN billed the
Trust $21,833 and $19,429 for 2006 and 2005, respectively. The Trust owed BCN $0 at December 31, 2006 and
2005. The Trust owed BCN $14,721 and $0 for 2006 and 2005, respectively, relating to claims.

BCN performs a test of “significance of an investment to the reporting entitiy’s financial position and results of
operations”, as required by SSAP No. 88, Investments in Subsidiary, Controlled, and Affiliated Entities, A
Replacement of SSAP No. 46. BCN'’s carrying value of its investment in the Trust does not exceed 10% of
BCN'’s total admitted assets.

Blue Care Network Stop-Loss and Casualty Self-Insurance Trust — BCN has an agreement with an affiliated
grantor trust to provide stop-loss coverage and reduced deductibles for property, general liability, automobile,
and fidelity insurance coverages. The stop-loss trust covers risks incurred in excess of a retention amount.
BCN is responsible for inpatient hospital claims up to $150,000 per member each calendar year (the
“‘deductible”) and has an agreement with the affiliated trust to cover the claims incurred over the deductible.

At December 31, 2006 and 2005, BCN had receivables for known stop-loss coverage recoveries on paid claims
of $0, from the stop-loss trust. In addition, at December 31, 2006 and 2005, BCN recorded as a reduction to
claims unpaid, $7,857,452 and $10,767,789, respectively, of estimated recoverable amounts for potential claims
exceeding the deductible based on actuarial estimates using historical recovery trends. BCN owed the stop-loss
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trust $0 at December 31, 2006 and 2005 for premiums.

BCN'’s investment in the Trust is determined using the adjusted audited GAAP equity method and was 99.46%
and 99.38% at December 31, 2006 and 2005, respectively. As of December 31, 2006 and 2005, BCN’s
investment in the trust, reported as an other invested asset, was $12,348,760 and $8,912,345, respectively.

Stop-loss coverage expenses amounted to $8,023,048 and $3,436,577 in 2006 and 2005, respectively.
Stop-loss coverage recoveries recorded from the stop-loss trust totaled $5,912,905 and $2,527,658 in 2006 and
2005, respectively.

BCN provides and bills the Trust for miscellaneous administrative support. Miscellaneous administrative
expenses reimbursed from the Trust totaled $14,400 in 2006 and 2005. BCN also makes payments on behalf of
the Trust for certain other miscellaneous administrative expenses and bills the Trust for payment. BCN billed the
Trust $21,833 and $19,429 for 2006 and 2005, respectively. The Trust owed BCN $0 at December 31, 2006
and 2005.

BCN performs a test of “significance of an investment to the reporting entitiy’s financial position and results of
operations”, as required by SSAP No. 88, Investments in Subsidiary, Controlled, and Affiliated Entities, A
Replacement of SSAP No. 46. BCN’s carrying value of its investment in the Trust does not exceed 10% of
BCN’s total admitted assets.

Health Insurance - BCN purchases health insurance coverage for certain of its employees from BCBSM.
Expenses were $7,176,574 and $7,066,859 in 2006 and 2005, respectively. BCN owed BCBSM $0 at
December 31, 2006 and 2005. Additionally, BCBSM purchases health insurance for certain of its employees
from BCN. The amounts billed by BCN for such insurance were $13,262,334 and $12,048,292 in 2006 and
2005, respectively. BCBSM owed BCN $0 at December 31, 2006 and 2005.

The Accident Fund Insurance Company of America (“AFC”), a wholly owned subsidiary of BCBSM, also
purchases health insurance for certain of its employees from BCN. The amounts billed by BCN for such
insurance were $1,791,729 and $1,254,292 in 2006 and 2005, respectively. AFC owed BCN $0 at December 31,
2006 and 2005.

Workers’ Compensation — BCN purchases workers’ compensation insurance from the AFC. Amounts billed by
the AFC were $187,674 and $207,915 for the years ended December 31, 2006 and 2005, respectively. BCN
owed the AFC $0 at December 31, 2006 and 2005.

Capitated Health Care Program - BCN participated in the “Personal Plus” program, a capitated health care
program sponsored by an affiliated company, Blue Care of Michigan, Inc. (“BCMI”). BCN receives monthly
capitation from BCMI for subscribers in the BCN coverage area. BCN is responsible for collecting premiums, on
behalf of BCMI, and is at risk for all medical claims. Revenue derived through the Personal Plus program
reported as risk revenue, was $3,745,605 and $3,445,133 in 2006 and 2005, respectively. Administrative
expenses billed by BCN to BCMI in 2006 and 2005 were $439,379 and $457,920, respectively. BCN owed
BCMI $67,461 and $62,759 at December 31, 2006 and 2005, respectively. BCMI owed BCN $0 and $344 at
December 31, 2006 and 2005, respectively.

Point of Service/Blue Preferred Plus - BCN provides BCBSM with miscellaneous administrative support for
certain products offered by BCBSM. BCBSM bears all risk associated with these products. Miscellaneous
administrative expense incurred by BCN and subject to reimbursement from BCBSM related to these products
totaled $2,498,832 and $5,025,374 in 2006 and 2005, respectively. BCBSM owed BCN $0 and $1,471,888 at
December 31, 2006 and 2005, respectively.

Blue Care of Michigan, Inc. - BCN provided and billed BCMI for miscellaneous administrative support.
Miscellaneous administrative expenses incurred by BCN and reimbursed from BCMI totaled $83,208 and
$80,000 in 2006 and 2005, respectively. BCN also provided and billed BCMI for certain administrative support
related to the “Personal Dental” program. Amounts billed to BCMI were $5,891 and $2,108 in 2006 and 2005,
respectively. BCN also makes payments on behalf of BCMI for certain other miscellaneous administrative
expenses and bills BCMI for payment. BCN billed BCMI $41,614 and $23,748 for 2006 and 2005, respectively.
BCMI owed BCN $587 and $530 at December 31, 2006 and 2005, respectively.

BCBSM Foundation — BCN provides and bills the BCBSM Foundation for miscellaneous administrative support.
Miscellaneous administrative expenses incurred by BCN and reimbursed from the BCBSM Foundation totaled
$12,000 for 2006 and 2005 respectively. BCN also makes payments on behalf of the Foundation for certain
other miscellaneous administrative expenses and bills the Foundation for payment. BCN billed the Foundation
$16,940 and $15,111 for 2006 and 2005, respectively. The Foundation owed BCN $0 and $11,660 at December
31, 2006 and 2005, respectively.

BCN Service Company — As detailed in Note 3 — Business Combinations and Goodwill - BCN purchased all
outstanding stock of BCN Service Company at December 1, 2006. BCN Service Company is a TPA licensed to
do business in the State of Michigan. BCN records this investment using the audited GAAP equity method. At
December 31, 2006, BCN'’s investment in the BCN Service Company was $289,294. BCN also makes payments
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11.

12.

on behalf of BCN Service Company for certain other miscellaneous administrative expenses and bills BCN
Service Company for payment. BCN billed BCN Service Company $51,518 and $0 for 2006 and 2005,
respectively.

During 2006, BCN’s management authorized and paid $300,000 as an additional investment in BCN Service
Company, a wholly owned subsidiary. This paid-in-capital is reflected in the carrying value of BCN'’s investment
in subsidiary and is shown in Schedule D part 2, section 2.

M-CARE - As detailed in Note 3 — Business Combinations and Goodwill, - BCN purchased M-CARE and its
wholly-owned subsidiary, M-CAID, from The Regents of The University of Michigan (The Regents) on December
31, 2006. BCN accounted for the purchase transaction using the statutory purchase method as defined in SSAP
No. 68, Business Combinations and Goodwill. At December 31, 2006, BCN’s investment in M-CARE and
M-CAID was $228,884,639. The purchase resulted in goodwill of $151,415,309 which will be amortized over 10
years. BCN made a purchase on behalf of M-CARE for certain miscellaneous administrative expenses and billed
M-CARE for payment. M-CARE owed BCN $96,800 at December 31, 2006.

BCN does not guarantee or undertake for the benefit of an affiliate a material contingent exposure of BCN’s or
any affiliated insurer’s assets or liabilities.

BCN does not have management or service contracts or cost sharing arrangements, other than such
arrangements described in these footnotes.

BCN does not own shares of an upstream intermediate or ultimate parent, either directly or indirectly via a
downstream subsidiary, controlled or affiliated company.

BCBSM, BCN, BCMI, BCBSM Foundation, BCN Service Company, M-CARE, M-CAID, Michigan Health
Insurance Company, and the Accident Fund Insurance Company of America have some common officers and
board members on their respective governing boards.

Debt — NOT APPLICABLE

Retirement Plans, Deferred Compensation, Post-employment Benefits and Compensated Absences and Other
Postretirement Benefit Plans

A. Defined Benefit Plan

As mentioned in note 2, BCN reported a correction in its 1St Quarter 2005 Quarterly Statement related to its
pension and postretirement plans.

Substantially all employees of BCN, who meet certain requirements of age and length of service, are covered
by defined benefit retirement plans administered by BCBSM. BCN’s policy is to fund accrued retirement costs,
as determined by BCBSM'’s consulting actuaries, to the extent permitted by Internal Revenue Service
regulations.

The defined benefit retirement plans weighted-average target asset allocation and actual asset allocation at
December 31, 2006 and 2005, by asset category are as follows:

Asset Category Target 2006 2005

Equity securities 70.0 % 73.0 % 74.0 %
Debt securities / Fixed Income 25.0 % 25.0 % 24.1 %
Real estate 0.0 % 0.0 % 0.1 %
Other 5.0 % 2.0 % 1.8 %
Total 100.0 % 100.0 % 100.0 %

BCBSM has developed an asset allocation policy based on its objectives, characteristics of pension liabilities,
capital market expectations and asset-liability projections. This policy is long-term oriented and consistent with
BCBSM's risk posture. BCBSM uses a mix of core and satellite managers to implement its asset allocation
policy. BCBSM reviews on a periodic basis its asset mix and reallocates its portfolio at any time there is a
material deviation in the asset class as described in the allocation policy. The policy includes a target allocation
as included in the table above and a range of plus or minus 3 percent of the target established.

BCN provides certain postretirement health care benefits to substantially all employees that meet certain age
and length of service requirements under a plan administered by BCBSM. This plan is “pay-as-you-go” and as
such, has no asset allocations. Benefits are funded as incurred. These benefits are subject to revision at the
discretion of the Board of Directors for nonrepresented employees and subject to collective bargaining
agreements for represented employees.

Revisions to the nonrepresented and represented employees’ postretirement health care benefits took effect
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January 1, 2004 and January 1, 2006, respectively. Nonrepresented and represented employees retiring after
December 31, 2003 and December 31, 2005, respectively, may share in the cost of their health care premiums
and have higher deductibles and co-payments depending on their eligibility status. Nonrepresented and
represented employees hired on or after January 1, 2004 and January 1, 2006, respectively, are required to
have 15 years of service after age 45 to be eligible for retiree health care benefits and selected other benefits.

The plan is noncontributory for represented employees and contributions of $10,170 and $6,891 have been
made by nonrepresented employees for 2006 and 2005, respectively.

Non-Qualified Plans - Retirement benefits are provided for a group of key employees under non-qualified
defined benefit pension plans. The general purpose of the plans is to provide additional retirement benefits to
participants who are subject to the contribution and benefit limitations contained in the Internal Revenue Code.
Benefits under the plans are unfunded and paid out of general assets of BCN.

A summary of assets, obligations and assumptions of the pension and other postretirement benefit plans at the
plan’s measurement dates of September 30, 2006 and 2005, and as allocated to BCN from BCBSM, are as
follows at December 31, 2006 and 2005:

Pension Benefits Postretirement Benefits
2006 2005 2006 2005
Change in benefit obligation:
Benefits obligation—beginning of year $ 101,266,856 $ 82,954,008 $ 55,793,393 $ 45,637,360
Service cost 7,598,119 5,665,951 3,527,895 2,523,505
Interest cost 5,735,082 5,261,472 3,358,295 3,124,162
Amendments 786,780 0 (408,726) 0
Actuarial loss (gain) (2,450,676) 10,813,340 3,488,635 7,017,169
Benefits paid (4,456,216) (3,427,915) (3,044,747) (2,508,803)
Benefits obligation—end of year $ 108,479,945 $ 101,266,856 $ 62,714,745 $ 55,793,393
Pension Benefits Postretirement Benefits
2006 2005 2006 2005
Change in plan assets:
Fair value of plan assets—beginning
of year $ 97,465,203 $ 85,734,485 $ $
Actual return on plan assets 10,221,277 14,739,820
Employer contribution 152,000 305,000
Benefits paid (4,342,403) (3,314,102)
Fair value of plan assets—end of year $ 103,496,077 $ 97,465,203 $ $
Pension Benefits Postretirement Benefits
2006 2005 2006 2005
Funded Status:
Funded status - (underfunded) funded $ (4983,867) § (3,801,653) $ (62,714,745)  $(55,793,393)
Unamortized prior service cost $ 784,805 $ (2,139,128) (2,032,620)
Unrecognized net (gain) loss (6,658,000) (1,921,606) 20,755,254 18,226,453
Additional liability (168,090) (147,377)
Contribution between measurement date
and fiscal year end 28,453 28,453
Accrued liabilities $ (10,996,699) $ (5,842,183) $ (44,098,619)  $(39,599,560)
Amounts recognized in the statement
of admitted assets, liabilities, capital and
surplus - statutory basis consist of:
Accrued pension expense included in $ (10,996,699) $ (6,621,122) $ -5 -
other liabilities
Less: Prepaid nonadmitted assets 778,939 - -
Net accrued liability $ (10,996,699) § (5,842,183) $ $

The accumulated benefit obligation for all defined benefit pension plans was $97,609,086 and $91,486,415 at
September 30, 2006 and 2005, respectively.
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Pension Benefits Postretirement Benefits
2006 2005 2006 2005
Benefit obligation for non vested employees $ 1,625,863 $ 3,402,614 $ 23,804,874 $ 23,677,031

Information for pension plans with an accumulated benefit obligation in excess of plan assets as of
December 31,2006 and 2005, is as follows:

2006 2005
Projected benefit obligation $ 32,672,508 $ 28,997,669
Accumulated benefit obligation $ 25852,361 $ 23,197,228
Fair Value of plan assets $ 25,938,200 $ 23,940,255
Pension Benefits Postretirement Benefits
2006 2005 2006 2005
Components of net periodic benefit cost:
Service Cost $ 7,598,119 $ 5,665,951 $ 3,527,895 $ 2,523,505
Interest Cost 5,735,082 5,261,472 3,358,295 3,124,162
Expected return on plan assets (7,921,052) (7,720,118)
Amortization of unrecognized (gain) loss (14,508) (22,177) 959,833 933,640
Amount of prior service cost
recognized 1,975 (302,217) (268,014)
Total net periodic benefit cost $5,399,616 $ 3185128 $ 7,543,806 $ 6,313,293

The weighted-average assumptions as of December 31, 2006 and 2005 are as follows:

2006 2005 2006 2005
Discount rate 5.90 % 5.60 % 6.00 % 575 %
Rate of compensation increase 4.75 % 4.75% N/A N/A
Expected long-term rate of
return on plan assets 9.00 % 9.00 % N/A N/A

For 2007, the expected long-term rate of return on assets will be 9%.

For 2006 measurement purposes, the health care trend rate on covered postretirement benefits is assumed to
be 8.14% for 2007, ratably decreasing to 5% by 2015 and all years thereafter.

Assumed health care cost trend rates have a significant effect on the amounts reported for the health care
plans. A one-percentage-point change in assumed health care cost trend rates would have the following

effects:
1 Percentage Point 1 Percentage Point
Increase Decrease
Effect on total of service and interest cost
components $ 1,533,450 $ 1,213,727
Effect on postretirement benefit obligation $ 13,667,494 $ 11,081,356

On December 8, 2003, the Medicare Prescription Drug, Improvement and Modernization Act of 2003 (“Act”)
was signed into law. The Act provides a prescription drug benefit under Medicare (Medicare Part D) as well as
a federal subsidy to sponsors of retiree health care benefit plans that provide a benefit that is at least equivalent
to the Medicare Part D benefit. In 2004, BCN adopted Financial Standards Board Staff Position 106-2,
Accounting and Disclosure Requirements Related to the Medicare Prescription Drug, Improvement and
Modernization Act of 2003. BCN determined that the prescription drug benefits provided by postretirement
health care plans administered by BCBSM are actuarially equivalent to the Medicare Part D and accordingly,
entitles BCN to the federal subsidy described in the Act.

At the September 30, 2004 measurement date, the reduction in the accumulated postretirement benefit
obligation (“APBQ”) due to the anticipated subsidies related to benefits attributable to past service amounted to
$5,824,000. The reduction in the APBO related to the subsidies will be accounted for under the plan as an
actuarial experience gain, which will reduce net periodic postretirement costs in future periods.

25.7



Statement as of December 31, 2006 of the Blue Care Network Of MiChigan

NOTES TO FINANCIAL STATEMENTS

At December 31, 2006, the gross benefit payments expected to be paid and subsidies anticipated to be
received by BCN are as follows:

Pension Benefits Postretirement Benefits
Future Benefit Future Benefit Anticipated
Payments Payments Future Subsidies

Years Ending
December 31,
2007 $ 4,340,000 $ 3,730,000 $ 150,000
2008 5,100,000 3,900,000 190,000
2009 5,550,000 4,130,000 220,000
2010 5,850,000 4,370,000 250,000
2011 6,700,000 4,690,000 280,000
2012 through 2016 42,710,000 28,310,000 2,150,000
Total $ 70,250,000 $ 49,130,000 $ 3,240,000

At December 31, 2006, BCN expects to contribute $500,000 to its defined benefit pension plans
in 2007.

Deferred Compensation Plan - BCN has a deferred compensation benefit plan for a group of key employees
and members of BCN’s Board of Directors. Under the plan, eligible participants may elect to defer to a future
period a portion of salary or director fees that are earned and normally payable as services are rendered.
Elections to defer compensation must be made prior to the beginning of the year in which the deferral is
effective. Deferred amounts are unfunded and paid out of the general assets of BCN.

B. Defined Contribution Plans — Substantially all employees who have attained the age of 21 years and have
completed three months of continuous service for represented employees or one year of service for
non-represented employees may elect to participate in one of two employee savings plans administered by
BCBSM, which are qualified under Section 401(k) of the Internal Revenue Code. Participating employees
may elect to contribute to the Plan and BCN matches a portion of the employees’ contributions. BCN’s
contributions were $2,233,981 and $2,165,231 in 2006 and 2005, respectively.

C. Multi-employer Plans — NOT APPLICABLE.

D. Consolidated/Holding Company Plans — NOT APPLICABLE

E. Post employment Benefits and Compensated Absences — NOT APPLICABLE

13. Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations.

(1) BCN has 500 shares authorized, 100 shares issued and 100 shares outstanding. All shares are one class —
all common stock and have a par value of $100 per share.

(2) BCN has no preferred stock outstanding.
(3) The Company’s Articles of Incorporation do not allow dividends.

(4) The Company’s Articles of Incorporation state that no dividends shall be directly paid on any shares nor
shall the shareholders be entitled to any portion of the earnings derived through increment of value upon its
property or otherwise incidentally made.
(5) There were no restrictions placed on the BCN’s surplus, including for whom the surplus is being held.
(6) The total amount of advances to surplus not repaid — NOT APPLICABLE

(7) The amount of stock held by BCN for special purposes — NOT APPLICABLE

(8) Special surplus funds changes — NOT APPLICABLE

(9) The portion of unassigned funds (surplus) represented or reduced by cumulative unrealized gains and
losses was an unrealized gain of $9,922,067 as of December 31, 2006.

(10) Surplus debentures of similar obligations — NOT APPLICABLE

(11) Impact of any restatement due to quasi-reorganization — NOT APPLICABLE
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(12) Effective dates of all quasi-reorganizations in the prior 10 years is/are — NOT APPLICABLE
14. Contingencies
A. Contingent Commitments — NOT APPLICABLE
B. Assessments — NOT APPLICABLE
C. Gain Contingencies — NOT APPLICABLE
D. All Other Contingencies
BCN and its affiliated physicians are parties to lawsuits incidental to the operations of the BCN. Management
believes that the ultimate disposition of such contingencies will not have a material effect on the
accompanying financial statements.
15. Leases
Lessee Operating Lease

(1) Lessees leasing arrangements

BCN has entered into certain cancelable land and building leases with BCBSM. Rent expense paid to
BCBSM in 2006 and 2005 was $1,885,395 and $2,172,586, respectively.

BCN also leases office buildings under operating leases with different unrelated parties. Rent expense
under these leases was $2,966,393 and $2,864,848 in 2006 and 2005, respectively.

BCN had the option to purchase its headquarters building. BCN did not exercise the 2005 option to
purchase. The purchase price increases by 3% per year thereafter through the first 5 years of the lease.
If the decision to purchase the building occurs after the first 5 years, BCN shall attempt to negotiate a
reasonable price. BCN also has the option at the expiration of the lease at June 30, 2015, to extend the
lease for 3 terms of 5 years each with prior written notice.

(2) Noncancelable leases

(a) At December 31, 2006, the minimum aggregate rental commitments are as follows:

Year Ending December 31 Operating Leases
2007 3,492,696
2008 3,497,696
2009 3,436,449
2010 3,515,674
2011 3,605,820
Total $ 17,548,335

(b) Non-cancelable subleases — NOT APPLICABLE
(3) Sales-leaseback transactions — NOT APPLICABLE
B. Lessor Leases — NOT APPLICABLE

16. Information About Financial Instruments With Off-Balance Sheet Risk and Financial Instruments With
Concentrations of Credit Risk — NOT APPLICABLE

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

BCN, in the normal course of business, enters into security lending agreements with various other
counterparties. Under these agreements, BCN lends U.S. government and corporate securities in exchange for
collateral consisting primarily of cash, approximating 102% of the value of the securities loaned. The collateral
pledged from counterparties is not available for BCN’s general use and therefore is restricted. These
agreements are primarily overnight in nature and settled the next business day. At December 31, 2006, and
2005, BCN had securities loaned of $21,932,828 and $46,524,758, respectively, and corresponding collateral
of $22,404,188 and $48,012,923, respectively.

18. Gain or Loss to the Reporting Entity from Uninsured A&H Plans and the Uninsured Portion of Partially Insured
Plans —

A. ASO Plans — NOT APPLICABLE
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B. ASC Plans — NOT APPLICABLE

C. Medicare or Other Similarly Structured Cost Based Reimbursement Contract

1.

Revenue from BCN’s Medicare Part D cost based reimbursement portion of the
contract for the year 2006, consisted of $997,737 for reinsurance subsidy and
$469,485 for low-income cost sharing subsidy.

2. As of December 31, 2006, BCN had recorded receivables from the following payors

whose account balances are greater than 10% of BCN’s amounts receivable from
uninsured accident and health plans or $10,000:

CMS $0

3. In connection with BCN’s Medicare D cost based reimbursement portion of the

contract, BCN has recorded allowances and reserves for adjustment of recorded
revenues in the amount of $178,146 at December 31, 2006.

4. BCN has made no adjustment to revenue resulting from audit of receivables related to

revenues recorded in the prior period.

19. Direct Premium Written/Produced by Managing General Agents/Third Party Administrators — NOT APPLICABLE

20. September 11 Events — NOT APPLICABLE

21. Other Iltems

22.

23.

A. Extraordinary ltems — NOT APPLICABLE

B. Troubled Debt Restructuring — NOT APPLICABLE

C. Other Disclosures
Statutory Deposit - As a condition of licensure with the State of Michigan, BCN is required to maintain a
minimum deposit of $1,000,000 in a segregated account. These funds can only be used by BCN at the
direction of the Insurance Commissioner of the State of Michigan. The funds are invested in an exempt
Money Market Mutual Fund. Interest on these funds accrues to BCN.
Industry Concentration - BCN primarily conducts business within the State of Michigan, and a
significant portion of BCN’s customer base is concentrated in companies that are part of the automobile
manufacturing industry. Receivables from these customers approximate $0 and $11,143,074 at
December 31, 2006 and 2005, respectively. BCN held no investments in these customers’ commercial
paper, medium term notes, and other asset backed securities totaling at December 31, 2006 and 2005.

D. Other Disclosures, Uncollectible Assets on Uninsured plans — NOT APPLICABLE

E. Business Interruption Insurance Recoveries — NOT APPLICABLE

F. Hybrid Securities — NOT APPLICABLE

G. State Transferable Tax Credits — NOT APPLICABLE

H. Impact of Medicare Modernization Act on Postretirement Benefits (INT 04-17) Fully disclosed in Note 12.

Events Subsequent — NOT APPLICABLE

Reinsurance

A. Ceded Reinsurance Report

Effective January 1, 2005, at the request of OFIS, BCN started accounting for its transactions with the Stop-Loss

Trust as if it were ceded reinsurance in compliance with the NAIC annual statement instructions and SSAP No.

61. Life, Deposit-Type and Accident and Health Reinsurance.

Section 1 — General Interrogatories

1. Are any of the reinsurers, listed in Schedule S as non-affiliated, owned in excess of 10% or controlled, either
directly or indirectly, by the company or by any representative, officer, trustee, or director of the company?

Yes () No (X)
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If yes, give full details.

2. Have any policies issued by the company been reinsured with a company chartered in a country other than
the United States (excluding U.S. Branches of such companies) that is owned in excess of 10% or controlled
directly or indirectly by an insured, a beneficiary, a creditor or an insured or any other person not primarily
engaged in the insurance business?

Yes( ) No (X)
If yes, give full details.
Section 2 — Ceded Reinsurance Report — Part A

1. Does the company have any reinsurance agreements in effect under which the reinsurer may unilaterally
cancel any reinsurance for reasons other than for nonpayment of premium or other similar credit?

Yes () No (X)

a.) If yes, what is the estimated amount of the aggregate reduction in surplus of a unilateral cancellation by the
reinsurer as of the date of this statement, for those agreements in which cancellation results in a net obligation
of the reporting entity to the reinsurer, and for which such obligation is not presently accrued? Where
necessary, the reporting entity may consider the current or anticipated experience of the business reinsured in
making this estimate. NOT APPLICABLE

b.) What is the total amount of reinsurance credits taken, whether as an asset or as a reduction of liability for
these agreements in this statement? NOT APPLICABLE

2. Does the reporting entity have any reinsurance agreements in effect such that the amount of losses paid or
accrued through the statement date may result in a payment to the reinsurer of amounts that, in aggregate and
allowing for offset of mutual credits from other reinsurance agreements with the same reinsurer, exceed the
total direct premium collected under the reinsured policies?
Yes () No (X)
If yes, give full details.
Section 3 — Ceded Reinsurance Report — Part B
1. What is the estimated amount of the aggregate reduction in surplus, (for agreements other than those under
which the reinsurer may unilaterally cancel for reasons other than for nonpayment of payment or other similar
credits that are reflected in Section 2 above) of termination of ALL reinsurance agreements, by either party, as
of the date of this statement? Where necessary, the company may consider the current or anticipated
experience of the business reinsured in making this estimate. $0

BCN participates in a plan of self-insurance.
2. Have any new agreements been executed or existing agreements amended, since January 1 of the year of
this statement, to include policies or contracts that were in force or which had existing reserves established by
the company as of the effective date of the agreement?
Yes () No (X)

If yes, what is the amount of reinsurance credits, whether an asset or a reduction of liability, taken for such new
agreements or amendments? NOT APPLICABLE

B. Uncollectible Reinsurance
None
C. Commutation of Ceded Reinsurance
None
24. Retrospectively Rated Contracts and Contracts Subject to Redetermination
A. BCN estimates accrued redetermination premium adjustments and return premium adjustments for its group
health insurance contracts subject to redetermination based on an examination of contract requirements in

relation to the rates charged for similar sized subscriber groups and the status of past applicable audits.

BCN estimates accrued retrospective premium adjustments for its Medicare Advantage health insurance

contracts based on the funds received from CMS for Medicare Part D designated as “Direct Subsidies”, “Low
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Income Subsidies (Premium Portion)”, “Beneficiary Premium (Standard Coverage Portion)”, “Part D Payment
Demonstration” and “Risk Corridor Adjustment Payment”, as well as any subsequent adjustments made by
CMS. BCN started receiving these retrospective premiums with the start-up of the new BCN Advantage
effective January 1, 2006. There were no retrospective premiums in 2005.

B. Accrued redetermination premium adjustments and return premium adjustments as well as retrospective
premiums are recorded as an adjustment to earned premium.

C. The amount of net premiums written by BCN that are subject to redetermination or retrospective provisions
was $85,144,652 and $ 51,381,805 for 2006 and 2005 respectively, representing approximately 5.4% and
3.6% of the total net premiums written for commercial health for 2006 and 2005. No other premiums written
by BCN are subject to redetermination or retrospective provisions.

25. Change in Incurred Losses and Loss Adjustment Expenses - Activity in the liabilities for unpaid claims and
claims adjustment expenses at December 31, 2006 and 2005, respectively is summarized as follows:

Annual Statement

2006 2005
BALANCE—January 1 $ 204,703,626 $ 213,499,113
Incurred related to:
Current year 1,403,048,016 1,230,726,002
Prior year (23,327,128) (32,298,168)
Total incurred ¥ 1,379,720,888 " 1,198,427,834
Paid related to:
Current year 1,179,664,567 1,035,364,656
Prior year 176,485,662 171,858,665
Total paid 1,356,150,229 1,207,223,321
BALANCE—December 31 $ 228,274,285 $ 204,703,626
Balance at December 31:
Liability for claims unpaid $ 222,495,615 $ 199,792,535
Liability for unpaid claims adjustment expenses 5,778,670 4,911,091
Total $ 228,274,285 $ 204,703,626

Changes in actuarial estimates of claims unpaid reported as “incurred related to prior year” in the schedule
above reflect revisions in estimates of medical cost trends and changes in claims processing patterns.

26. Inter-company Pooling Arrangements — NOT APPLICABLE
27. Structured Settlements — NOT APPLICABLE

28. Health Care Receivables—

Healthcare receivables include pharmacy rebates BCN receives from a third party vendor. These rebates are
calculated using estimates based on historical rebate trends and membership. Activity for the previous three
years is summarized as follows:
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) T ) ) )
Estimated
Pharmacy Pharmacy Actual Rebates  Actual Rebates Actual Rebates
Rebates as Rebates as Received Received Received
Reported on Billed or Within Within More
Financial Otherwise 90 days of 91 to 180 Days Than 180 Days
Quarter Statements Confirmed Billing of Billing After Billing
12/31/2006 $ 3,332,994 $ - $ - $ - $ -
9/30/2006 4,086,121 3,244,103 - - -
6/30/2006 3,942,148 4,423,885 1,761,292 1,082,244 -
3/31/2006 3,904,473 4,009,886 2,138,191 2,150,582 1,580
12/31/2005 $ 3,731,756 $ 4,133,328 $ 2,065,240 $ 2,320,599 $ 58,049
9/30/2005 3,448,830 3,939,571 1,081,710 2,959,436 478,725
6/30/2005 2,743,649 3,625,214 3,097,529 979,607 114,400
3/31/2005 2,733,535 3,573,321 1,471,256 1,882,274 1,221
12/31/2004 $ 2,605,722 $ 3,735,358 $ 1,891,844 $ 1,970,892 $ 1,270,859
9/30/2004 1,626,993 3,590,253 842,161 1,765,840 945,035
6/30/2004 1,734,577 3,500,175 934,193 3,442,319 -
3/31/2004 1,731,072 3,432,077 1,821,979 1,591,059 90,760

29. Participating Policies —- NOT APPLICABLE

30. Premium Deficiency Reserves —

BCN was not required to record a premium deficiency reserve in 2006 or 2005. If the need to record such a
reserve arises, BCN would use anticipated investment income as a factor in the premium deficiency calculation.

31. Anticipated Salvage and Subrogation — NOT APPLICABLE
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Gross Admitted Assets as Reported
Investment Holdings in the Annual Statement
Investment Categories Am:)unt Percezntage Amiunt Perc:ntage
1. Bonds:
11 ULS. trEASUNY SECUIMHES.......cvevecveiectescte ettt s ss sttt s s s s st s snsssssnsenas | sessierassans 1,001,372 | ................ 01 [ 1,001,372 | ................ 0.2
1.2 U.S. government agency obligations (excluding mortgage-backed securities):
1.21 Issued by U.S. QOVEMMENE AENCIES.........couuiviierrerieieiiie ettt s e ssessnes | essessnssssessnssessssessnnss | soesesssssesaess 0.0 [ [ i) 0.0
1.22 Issued by U.S. government SPONSOrEd gENCIES..........cvevreerreurerieieieisssssssssesssssssssesssssssssessessesssessessesssess | sessssssessnssssssssssssensses | sessesssessanes 0.0 [ [ e 0.0
1.3 Foreign government (including Canada, excluding mortgage-backed SECUNHES).........ccveveererrerererrierieiieisieeens | eoerseresseieseenienes | eveenienenad 0.0 [ [ i) 0.0
1.4 Securities issued by states, territories and possessions and political subdivisions in the U.S.:
1.41 States, territories and possessions general obligations.............ccoceveciriiieiciieiie e esssssnes | esreseesssses e | oevesnesenens 0.0 [ [ i) 0.0
1.42 Political subdivisions of states, territories & possessions & political subdivisions general obligations........ | ...cccocveveveeeveeeveones [ eriiieennnn, 0.0 | ooeveeeireeceiees [ e 0.0
1.43 Revenue and assessment OblIGAtioNS...........c.cueevieieiceieisiesiieee e sssssessssessessesesssssesssssnens | enessnssssessessesssssssnnss | seersnrernnnend000 | eoeiveieeieisiesieens [ e 0.0
1.44 Industrial development and similar 0bligations............cc.vceeevieiiesiscecesses i ssensens | v | eveverenrerennnd000 [ | 0.0
1.5 Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:
1.511 Issued or guaranteed bBY GNIMA ..ottt ssssenns | ensessessssessnssessssessnnns | oesessessesess 0.0 [ [ i) 0.0
1.512 Issued or guaranteed by FNMA and FHLMC...........ccooeicviieeeeieeeeecescte e seessssssesessenns | cveveesenns 37,972,099 | ..oooveereen 52 [ 37,972,099 |...ccoeenennd 6.1
1513 Al OtNET .ot | crieeeeiend 4,249,051 | oo 0.6 | .ovvvrenns 4,249,051 | oo 0.7
1.52 CMOs and REMICs:
1.521 Issued or guaranteed by GNMA, FNMA, FHLMC OF VA ..o sssvesssssssssessnnes | cnevssssesssssssssssssssesses | soessessessenss 0.0 | eoieveereeeressniiens | e 0.0
1.522 Issued by non-U.S. Government issuers and collateralized by mortgage-backed
securities issued or guaranteed by agencies Shown in LiNg 1.521..........ooerrrninrrnrmenensinnennenns | v [ ceesennenneend (V01 RO IR 0.0
1,523 Al OTNET ...ooooieeeereier sttt nnenns | cneeinnsnennen st | eereenneiennd 0.0 | coveererrerrreerrenines [ e 0.0
2. Other debt and other fixed income securities (excluding short-term):
2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the SVO).........cceveveieeiereiieciieieiireien oo | cevssiesennad 0.0 | eooeveerereressniiens | e 0.0
2.2 Unaffiliated fOreign SECUMLIES. .......oieeieiereee ettt sess st ss st st stsssnsnstns | setssssssssssssssessessnnsnens | eesnsssessesend 0.0 [ [ i) 0.0
2.3 AFilIAtEA SECUMHIES. ........oeeverreerrirriisesieeei st ssn s esssesnine | serenssssenssnenssesniensees | soeenseensnnd 0.0 [ | i) 0.0
3. Equity interests:
3.1 INVeStMENtS iN MULUAI FUNAS.........cvuiviicveicie ettt ettt sse st se s snses | srsesnsnaas 1,815,790 | ....cooeee 02 [ 1,815,790 | .....coceen 0.3
3.2 Preferred stocks:
321 AFFIIEEA. ... veoveerecreee ettt sssesssssssssssssesssnsssnssssessssnssnsssnns | sessssssesssssssssssnnsssns | snevesmnnereersi0:0 [ onreenneennrennninennens | e 0.0
322 UNAFIlIALEA. ... ..ooevereeeie sttt ssnnnns | st st | eereessenensd 0.0 | v [ 0.0
3.3 Publicly traded equity securities (excluding preferred stocks):
331 AFIIAEE. ...ttt snnnins | srestnnsni st | eereensenennd 0.0 | v [ 0.0
332 UNGFfIlIALEA. ... oottt enss s sss s snnss s enssssessnnnns | neessenessnessssesnssnsstns | seesesseesnnend (00 TSR (ST 0.0
3.4 Other equity securities:
BT 1o OO ISP 229,173,932 | ovvveernnn 3 | 111,309,509 | ...coonce.e. 18.0
342 UNAFIlIALE.........oevereesreiicierc sttt sssnnns | sreeisnen s | eereesnenennd 0.0 | v [ e 0.0
3.5 Other equity interests including tangible personal property under lease:
351 AFIIAEE. ..ottt snnnen | sresinne st | eereennenennd 0.0 | o [ 0.0
352 UNAFIlIALEA. ... .eooeeercereer ettt snsst st nsstsssnnnes | srestenesnnesssnennsensstns | seesessnereend (00 OOTSRR (SO 0.0
4. Mortgage loans:
4.1 Construction and 1and deVeIOPMENL............c.ccorurrureurierrireireeieesreeeeeeseeeees e ssssssssssnsssssesssssssssessessesssnssessenes | sensssnssessessmsssessensnnsss | sereesmmnnennes0.0 [ o | ! 0.0
4.2 AGHCUIUIAL ...ocvieeveeicieiiese ettt snsse st s sssessessessesenssnsessnsensensessessesens | snsessessensssessensessnsenses | cevnrenrennernd0i0 [ oo [ e 0.0
4.3 Single family residential PrOPEIHES..........ocrvurirrirreerirerereieieeiseieeesieeseessetssssessssssssssssesssssssssessessesssessessesssessessnnes | srnssenssessensmnsessennnsss | eereesmennernens00 [ o | ! 0.0
4.4 Multifamily residential ProperiEs..........ccecieveeireiieissiessssesesssiessss s ssssssssssssssssssssssssssssssesss | svsssessessesssssessessansss | esvessenseereeni000 [ oo | i) 0.0
4.5 ComMMENCIAl IOANS........couiiiicrieriicrrii e sesssseesiessssssesinessssssesssenseesees | eooneemnennesnnssenoesnns | s 000 | e [ 0.0
46 Mezzanine real eState 10aNS............covvvrcciernreceercseneesesesssesssessssssssssessssesssssssssssnessssssssessseens | s | coeemnrernenn0:00 [ | 0.0
5. Real estate investments:
5.1 Property occupied bY COMPEANY........cccreriuiirierireiinreissirsessse i ssssssenssesssessenssssssessssssssssessssssssnsssssssssnnssns | nevnennesssessnsnienssnnnes | eoeneenesenneel0:00 | v | e 0.0
5.2 Property held for production of income (including $.......... 0 of property acquired in satisfaction of debt).........c.... | overevvevinievcieies | eveiieieeen0.0 | e | e 0.0
5.3  Property held for sale (including $......... 0 property acquired in satisfaction of debt)..........coccevvererrrnrrnrnrnninnens | e | crrrneennnd0.0 | oo | e 0.0
6. CONAC I0ANS........ouviieiiririr st siessesssinsssssnssnnssnnsinnes | nevnesnnnnsssienisnnnnnes | coennnsenneenl0:0) | oo | e 0.0
7. RECEIVADIES fOr SECUMHES. ......rvvrerrererrieiieie ettt sns st ssssessssssnssessesssessessesssessessessssssessmsssnssssmsssnssssnsssnsas | ssssnsssessensmnssesesansss | serersmnsnenneni000 [ covvninsnsnnsnssnnnnns | covrnnennennd 0.0
8.  Cash, cash equivalents and Short-term iNVESIMENES...........ccocucveieieiciriecee et sens | eriinens 396,766,165 | ..............53.8 |......... 396,766,165 | .............. 64.1
9. OtheriNVESIEA @SSELS.......cecvicvcici ettt sttt et et b s s s snsnssansesnns | snsssaesas 65,954,840 |...........89 [ ... 65,954,840 |.............. 10.7
10, TOtal INVESIEA BSSEES.....vvuuirruiireieresisies sttt st | cennioas 736,933,249 |..........100.0 |........ 619,068,826 | ............ 100.0
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Statement as of December 31, 2006 of the Blue Care Network Of MiChigan

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL

1.1 Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which

is an insurer? Yes[X] No[ ]
1.2 If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such

regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing

disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model

Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards

and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X] No[ ] N/AT ]
1.3 State regulating? Michigan

2.1 Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity? Yes[ ] No [X]
2.2 If yes, date of change:

3.1  State as of what date the latest financial examination of the reporting entity was made or is being made. 12/31/2003
3.2 State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.

This date should be the date of the examined balance sheet and not the date the report was completed or released. 12/31/2003
3.3 State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the

reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date). 06/30/2005
34 By what department or departments? Office of Insurance and Financial Services

4.1 During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under a common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial
part (more than 20 percent of any major line of business measured on direct premiums) of:
411 sales of new business? Yes[ ] No [X]
412 renewals? Yes[ ] No [X]
4.2 During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:

421 sales of new business? Yes [X] No[ ]
4.22 renewals? Yes[X] No[ ]
5.1 Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[ ] No [X]

5.2  If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.

1 2 3
Name of Entity NAIC Co. Code State of Domicile

6.1 Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? Yes[ ] No [X]
6.2 If yes, give full information:

7.1 Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity? Yes[ ] No [X]
7.2 Ifyes,
7.21 State the percentage of foreign control. %

7.22 State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)

1 2
Nationality Type of Entity
8.1 s the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ 1] No [ X]

8.2  Ifresponse to 8.1 s yes, please identify the name of the bank holding company.

8.3 s the company affiliated with one or more banks, thrifts or securities firms? Yes[ 1] No [X]
8.4  If response to 8.3 is yes, please provide the names and location (city and state of the main office) of any affiliates regulated by a federal

financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of

Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the

affiliate’s primary federal regulator.

1 2 3 4 5 6 7
Affiliate Name Location (City, State) FRB 0occ 0TS FDIC SEC

9. What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Deloitte & Touche LLP 600 Renaissance Center Detroit, MI 48243-1895

10.  What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
David R. Nelson, FSA MAAA Chief Actuarial Officer, Blue Care Network of Michigan 20500 Civic Center Drive MC C465 Southfield, Mi 48076

11.1  Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly? Yes[ ] No [X]
11.11 Name of real estate holding company

11.12 Number of parcels involved
11.13 Total book/adjusted carrying value
11.2  If yes, provide explanation.
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213

221
222

231

232

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?

Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located?
Have there been any changes made to any of the trust indentures during the year?
If answer to (12.3) is yes, has the domiciliary or entry state approved the changes?

BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof?
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof?

Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation
on the part of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties
of such person?

FINANCIAL

Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

16.11 To directors or other officers

16.12 To stockholders not officers

16.13 Trustees, supreme or grand (Fraternal only)

Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
16.21 To directors or other officers

16.22 To stockholders not officers

16.23 Trustees, supreme or grand (Fraternal only)

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for
such obligation being reported in the statement?

If yes, state the amount thereof at December 31 of the current year:

17.21 Rented from others

17.22 Borrowed from others

17.23 Leased from others

17.24 Other

Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty
fund or guaranty association assessments?

If answer is yes:

18.21 Amount paid as losses or risk adjustment

18.22 Amount paid as expenses

18.23 Other amounts paid

Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement?
If yes, indicate any amounts receivable from parent included in the Page 2 amount.

INVESTMENT

Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date, except as shown by Schedule E-Part 3-Special Deposits?
If no, give full and complete information relating thereto.

Yes|

Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, except as shown on Schedule E-Part 3-Special Deposits, or has the reporting entity sold or transferred any
assets subject to a put option contract that is currently in force? (Exclude securities subject to Interrogatory 17.1)

If yes, state the amount thereof at December 31 of the current year:

21.21 Loaned to others

21.22 Subject to repurchase agreements

21.23 Subject to reverse repurchase agreements

21.24 Subject to dollar repurchase agreements

21.25 Subject to reverse dollar repurchase agreements

21.26 Pledged as collateral

21.27 Placed under option agreements

21.28 Letter stock or securities restricted as to sale

21.29 Other

For category (21.28) provide the following:

1 2
Nature of Restriction Description

3
Amount

Does the reporting entity have any hedging transactions reported on Schedule DB?
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state?
If no, attach a description with this statement.

Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the
issuer, convertible into equity?
If yes, state the amount thereof at December 31 of the current year:

271

Yes|[

Yes[ ] No[ ]
Yes[ ] No[ ]
No[ ] N/A[X]

Yes[X] No[ ]

Yes[X] No[ ]

Yes[X] No[ ]

Yes[ ] No [X]

Yes[ 1]

No[X]

Yes[ ] No[X]
No[ ] N/AT ]
Yes[ ] No [ X]
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety
deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a
qualified bank or trust company in accordance with Part 1-General, Section IV.H-Custodial or Safekeeping Agreements of the NAIC

Financial Condition Examiners Handbook? Yes[X] No[ ]
For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
State Street Bank 801 Pennsylvania, Kansas City, MO 64105
Fidelity Investments Institutional Operations Company 100 Magellan Way KW2B Covington, KY 41015
Comerica Bank P.0. Box 75000 Detroit Mi 48275-3462
For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:
1 2 3
Name(s) Location(s) Complete Explanation(s)
Have there been any changes, including name changes, in the custodian(s) identified in 24.01 during the current year? Yes[ ] No [X]
If yes, give full and complete information relating thereto:
1 2 3 4
0ld Custodian New Custodian Date of Change Reason
Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:
1 2 3
Central Registration Depository Number(s) Name Address
Blue Cross Blue Shield of Michigan 600 E. Lafayette Blvd. Detroit, MI 48226
Does the reporting entity have any diversified mutual funds reported in Schedule D, Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5(b)(1)])? Yes[ ] No [X]
If yes, complete the following schedule:
1 2 3
CUSIP # Name of Mutual Fund Book/Adj.Carrying Value
25.2999. TOTAL 0
For each mutual fund listed in the table above, complete the following schedule:
1 2 3 4
Amount of Mutual
Fund's Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation
Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement value for fair value.
1 2 3
Excess of Statement
Statement over Fair Value (-),
(Admitted) Fair or Fair Value over
Value Value Statement (+)
261 BONGS...coocieieieiesisi et | ceenineens 415,700,624 |......... 415,939,597 | ..o 238,973
262 Prefermed STOCKS. ... . i ssessrsnsenees | sensessssnserssnsessessnsnes | sosessesessesssannenssnnes
26.3  TotalS. ..o | o 415,700,624 | i 415,939,597
26.4 Describe the sources or methods utilized in determining the fair values:
State Street Bank is the source for determining all fair values.
Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes[X] No[ ]
If no, list exceptions:
OTHER
Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any? B 577,276
List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
trade associations, service organizations and statistical or rating bureaus during the period covered by this statement.
1 2
Name Amount Paid
Blue Cross Blue Shield Association 319,836
America's Health Insurance Plan 236,250
Amount of payments for legal expenses, if any? B 38,939

List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.

1 2
Name Amount Paid
Walton and Donnelly PC 14,082
Dickinson Wright PLLC 16,525

Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any?
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.

1 2
Name Amount Paid

27.2
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1.1
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1.3

1.4
1.5
1.6

3.1

3.2

4.1

42
5.1

5.2

53

7.1
72

9.1
9.2

10.1
10.2

GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

Does the reporting entity have any direct Medicare Supplement Insurance in force?
If yes, indicate premium earned on U.S. business only

What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding

Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.
Indicate total incurred claims on all Medicare Supplement insurance.
Individual policies:

Most current three years:

1.61  Total premium earned

1.62 Total incurred claims

1.63  Number of covered lives

All years prior to most current three years:

1.64 Total premium earned

1.65 Total incurred claims

1.66  Number of covered lives

Group policies:

Most current three years:

1.71  Total premium earned

1.72  Total incurred claims

1.73  Number of covered lives

All years prior to most current three years:
1.74  Total premium earned

1.75 Total incurred claims

1.76  Number of covered lives

Health test: 1 2
Current Year Prior Year
2.1 Premium Numerator...........cccoeoeeeeveeeeeriiesiens | cvvinienans 1,563,699,858 |......ccc....... 1,438,390,510
2.2 Premium Denominator ....1,563,699,858 | ................. 1,438,390,510

2.3 Premium Ratio (2.1/2.2).......

2.4 Reserve Numerator.

2.5 Reserve Denominator

2.6 Reserve Ratio (2.4/2.5).......cccoeenenennenenennnnne

Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, as and if the earnings of the reporting entity permits?

If yes, give particulars:

Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and
departments been filed with the appropriate regulatory agency?

If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered?
Does the reporting entity have stop-loss reinsurance?

If no, explain:
Blue Care Network of Michigan participates in the BCN Stop-Loss & Casualty Self-Insurance Trust. Expiration date of 12/31/06.

Unlimited coverage with a deductible of $150,000. At the request of OFIS, BCN accounts for the activity with the Trust as if it were re-insurance.

Maximum retained risk (see instructions):
5.31 Comprehensive medical

5.32  Medical only

5.33 Medicare supplement

5.34 Dental

5.35 Other limited benefit plan

5.36  Other

Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other
agreements:

Hold Harmless provisions are included in contracts with providers.

In addition, a State mandated cash reserve is maintained along with Stop-Loss Self-Insurance coverage which includes an insolvency clause.

Does the reporting entity set up its claim liability for provider services on a service date base?
If no, give details:

Provide the following information regarding participating providers:
8.1 Number of providers at start of reporting year
8.2 Number of providers at end of reporting year

Does the reporting entity have business subject to premium rate guarantees?
If yes, direct premium earned:

9.21 Business with the rate guarantees between 15-36 months

9.22 Business with rate guarantees over 36 months

Does the reporting entity have Incentive Pool, Withhold or Bonus arrangements in its provider contracts?
If yes:

10.21 Maximum amount payable bonuses

10.22 Amount actually paid for year bonuses

10.23 Maximum amount payable withholds

10.24 Amount actually paid for year withholds

28

Yes[ ] No [X]

Yes[ ] No[X]
Yes[X] No[ 1]
Yes[ ] No [X]
Yes[ ] No[X]

Yes[X]

No[ 1]

48,913,134
35,454,839
LT 7,939,179
LT 10,269,778
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1.1

1.2
1.3
1.4
1.5
11.6

GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

Is the reporting entity organized as:

11.12 A Medical Group/Staff Model,

11.13 An Individual Practice Association (IPA), or

11.14 A Mixed Model (combination of above)?

Is the reporting entity subject to Minimum Net Worth Requirements?

If yes, show the name of the state requiring such net worth.

If yes, show the amount required.

Is this amount included as part of a contingency reserve in stockholder's equity?

If the amount is calculated, show the calculation:
4% times direct premiums written

Michigan

$1,571,722,906 X 4% = $62,868,916

List service areas in which reporting entity is licensed to operate:
1
Name of Service Area

ALCONA
ALLEGAN
ALPENA
ANTRIM
ARENAC
BARRY

BAY

BENZIE
BERRIEN
CALHOUN
CASS
CHARLEVOIX
CHEBOYGAN
CLARE
CLINTON
CRAWFORD
EATON
EMMET
GENESEE
GLADWIN
GRAND TRAVERSE
GRATIOT
HILLSDALE
HURON
INGHAM
IONIA

10SCO
ISABELLA
JACKSON
KALAMAZOO
KALKASKA
KENT
LAPEER
LEELANAU
LIVINGSTON
MACKINAC
MACOMB
MANISTEE
MIDLAND
MECOSTA
MONROE
MONTCALM
MONTMORENCY
MUSKEGON
NEWAYGO
OAKLAND
OCEANA
OGEMAW
OSCODA
OTSEGO
OTTAWA
PRESQUE ISLE
ROSCOMMON
SAGINAW
SHIAWASSEE
ST.CLAR
ST. JOSEPH
TUSCOLA
VAN BUREN
WASHTENAW
WAYNE
WEXFORD

28.1

Yes[ ] No [X]
Yes[ ] No [X]
Yes[X] No[ ]
Yes[X] No[ ]
.................... 62,868,916
Yes[ ] No [X]
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FIVE-YEAR HISTORICAL DATA
1 2

3 4 5
2006 2005 2004 2003 2002

Balance Sheet Items (Pages 2 and 3)

1. Total admitted assets (Page 2, LiN 26)..........c.urwemrrmermcrireerierinioneninns | convereenenns 650,885,443 |.....cccce..n. 697,705,479 |....coveveene. 618,295,943 |........c..... 554,851,331 | .cooovevennn. 428,285,894

2. Total liabilities (Page 3, LiNe 22)..........c.ovvuvrrmecrinemneerenerineeiesineessnsens | crereesnnenes 422,598,918 |....cccooune 384,682,565 | .............. 399,817,739 |..ccevverenn: 413,344,160 |......c....... 341,599,712

3. StAtULONY SUMPIUS ...t essene | crisensesenennt 62,868,916 |.....cooevvune 57,673,083 |...ccccrvvernes 56,141,701 |..ccovvvvrrnnes 54,380,471 | ...ccccrvvvnne. 51,666,796

4. Total capital and surplus (Page 3, Line 31)........cccveverrmemrenerrmnrieeninnenns | covreveenenns 228,286,525 |.....cccoc.... 313,022,914 |............. 218,478,204 |.............. 141,507,171 | v 86,686,182
Income Statement Items (Page 4)

5. Total revenues (LiNE 8).........cc.ovvvvuvmmiceiremrirerirreiesesenessseessssseesssssenns | ereseeeenns 1,567,047,772 |........... 1,439,429,414 |........... 1,395,437,885 |........... 1,352,667,185 |........... 1,285,757,719

6. Total medical and hospital expenses (Lin 18)..........cccveweererermererremrnneeions | crvrereenne 1,345952457 |.......... 1,154,101,893 |........... 1,115,660,742 |.......... 1,098,493,074 |.......... 1,150,225,740

7. Claims adjustment expenses (LiN€ 20).............uuweerrmereeerimreeerernessnnens | coorereesenenns 71,981,102 | ...ovvvvrnenn. 70,738,036 78,409,518 |...ooovvvvvennnd 67,811,676 |..ccoovvvverne 12,618,879

8. Total administrative €Xpenses (LN 21)........c.curueiiernieiieiseireensiseessssnns | crneesseeenns 152,607,030 |.....c.c..c.. 152,537,245 |.............. 128,764,350 |.....co... 138,698,989 |.............. 118,951,315

9. Net underwriting gain (10SS) (LINE 24)...........ouvvverrrrmerirerireerrennesrenneeeies | oo (3,492,817) [ oo 62,052,240 |.....cccoevennes 72,603,275 |.ovvorennn 47,663,446 |....ccoovvvvnens 3,961,786
10. Netinvestment gain (I0SS) (LINE 27)..........ccrmvrerrrmineeinrireneisensireeeeeneenes | cerrieeseenenes 31,818,299 | ..o 16,488,247 |....ccccovvveenn. 8,541,784 | ..o 5,743,105 |...coovvvrerernn. 6,547,649
11. Total other income (Lines 28 PlUS 29)........c.evrrrrurrrmrererernreeessesnsessessesnees | eesesesessssseneeens 95,262 | .cvveererieirieeine (92,237) [ voveeeeererrreisetereeree s | evevesssissieesesesses s senes | eveesnssessssesses s senes
12, Netincome Or (I0SS) (LINE 32)......evvirveeerrieierrireinsississssssssssssssssessessssssesss | essesesnssnnes 28,389,203 |.....ccoerene. 78,396,434 |.....ccoou.. 80,999,195 |....ccovnnnee 53,130,301 |.coeiverinnee 10,509,435
Risk-Based Capital Analysis

13, Total adjusted Capital.........ccoeuverrieerirerre e | cereeeeenees 228,286,525 |...covueene 313,022,914 |......c...... 218,478,204 |.............. 141,507,171 | .o 86,686,182
14. Authorized control level risk-based capital............cccevirieriieeceeesieeenes [ e 60,723,694 |......ccooc.... 41,176,565 |.....coovvee 39,394,003 |...cccovvrnnnn 36,585,360 |......ceunue. 36,251,968
Enroliment (Exhibit 1)

15. Total members at end of period (Column 5, LiN€ 7)........cccvvvvverervieeieieens e 482,998 |.....ccoovvvirnne. 452,163 | .o 460,516 |.ooerererirrrnns 478,043 | ..o 518,946
16 Total member months (Column 6, LiNE 7).........ccceueviveiiererreeeeieisiseeees | cveiriireienenns 5,622,483 |...cooverennn 5,398,464 |......cccoue..... 5,509,462 |....cccoovvnnn. 5,898,716 |...ccevvururnnn 6,280,413
Operating Percentage (Page 4)
(Item divided by Page 4, sum of Lines 2, 3, and 5) x 100

17.  Premiums earned plus risk revenue (Line 2 plus Lines 3 and 5)........cccooeees | covvvrovierriecieienne 100.0 | coveveiererierenae 100.0 | eoovveveeeeeeeie 100.0 | oo 100.0 | oo 100.0
18. Total hospital and medical plus other non-health (Line 18 plus Ling 19).... [ cccceevvieiverrcrennee. 85.8 | .o 80.1 | o T4 A I 80.8 | .o 89.1
19, Cost CONtAINMENE EXPENSES........cuveivreirireiieeieee et sesessns | evsesisssssessns e sees 33 | 36 | e 40 | XXX oveeveiens e, .0, S
20. Other claims adjustment EXPENSES.........cueiueireiriiiieieieeisse et etesens | cresesesessesssessssenees 1.2 | e 1.3 o 5.6 [ oo | e
21. Total underwriting deductions (LiNe 23)........c.ccceuviireieineieeieiesseisieinns | covnvesseseisssesenens 1001 | oo 958 | coveerriesieis 946 | o 96.0 | oo 99.3
22. Total underwriting gain (10SS) (LINE 24)........ccvveurieeiimieirieieieisseseisetesienns | cevvssessesesssssesssens ({0297 A3 | o 5.2 | 35 | 0.3
Unpaid Claims Analysis (U&I Exhibit, Part 2B)

23. Total claims incurred for prior years (Line 13 COl 5)......ccovvvveierierrierieicens | e 211,304,436 |.....cco...... 206,932,230 |.............. 217,419,418 |.............. 195,026,594 |.............. 250,776,910
24. Estimated liability of unpaid claims - [prior year (Line 13, Col. 6)]  |.cveeeen. 238,432,447 | ..ovevre 250,114,424 | .............. 246,898,321 | .......c...... 223,296,904 | ......ccco.... 256,989,508
Investments in Parent, Subsidiaries and Affiliates

25. Affiliated bonds (Sch. D SUMMArY, LINE 25, COL 1).....cviviiiririieiiicirieins | ceeveineisieissssssssssssenssenns | esseessesssssssessssssssnssesnsss | sressssnssessssesssssessessessssees | sessessessssessmssessssassassessns | sesssessesessssssesesasssssesnes
26. Affiliated preferred stocks (Sch D. SUmMMAry, LiNE 39, COL. 1)....ciiniieis | cerrnrieiieissiissieississieis | evseeneesssessssesssssssssesnnes | soessssnssessssesssssessessessssess | sessesessssessnssessssessessessns | eosssessessesessssessssassssseses
27. Affiliated common stocks (Sch D. Summary, Line 53, Col. 2).......cccevevvies | cervireiennen 229,173,933 | cooovveereieieieieiieneiinies | rerreesisssesssesses s ssssenns | essessesesesesess e sessessnns | resesnsresnsess s esaees
28. Affiliated short-term investments (subtotal included in Sch. DA,

Part 2, Col 5, LINE T1).....viieiicrcieciee it sensses | crebesestesssssssssssesessesessss | essssessssssesessesessssssesssnss | sebesessesessssssssssesesesesasns | srsssessssssesesesesesssnsssssses | sresesissesesssiessssssssessesesens

29. Affiliated mortgage 10anS 0N FaI ESTALE...........c.ccviieeiiireice e | e sseies | creresissesssstssssesessssesesens | sreretesiesesesestesessssssssetess | eresessesssseseseresesesesesenss | sressesesreres et s s eas
30. Al other affiliated........cccerveerrirrrirrirressserssees s essssinnes. | erressenenseend 65,954,840 |.....ccoonnne. 56,008,811 |..cccevvrnne 52,835,985 |.....ccocene. 50,601,683 |....ccovvvuvnns 47,813,064
31. Total of above Lines 2510 30........ccuuerrereermmrnmeesissmsssressssssssesssssssssesssnes | sessssessses 295,128,773 | ...covvvennns 56,008,811 | ...coovvvvrrnnes 52,835,985 | ....ccccvvrennns 50,601,683 | .....cccooeennu 47,813,064
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SCHEDULE D - SUMMARY BY COUNTRY
Long-Term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Par Value
Description Carrying Value Fair Value Actual Cost of Bonds
BONDS 1. United States......cccovrvrrrnnne | verrrrrnenrnrninnnns 1,001,372 | ovveeeeirrireenne 1,003,130 | oo 1,001,719 | 1,000,000
Governments 2. CANAGA. ... | e | ettt | Seheeb ettt | Sheb et
(Including all obligations guaranteed 3. Other Countries........cccceuent
by governments) 4. Totals....cooieeriresisienienas
5. United States.......c.ccovrenne.
States, Territories and Possessions 6. Canada...........ooemeenerinnns | e
(Direct and guaranteed) 7. Other Countries........ccccoveuu
8. Totals......covvvrniirnriniranis
Political Subdivisions of States, 9. United States..
Territories and Possessions 10. Canada.......cccoovvueerirrerenene
(Direct and guaranteed) 11. Other Countries...................
12. Totals......
Special Revenue and Special Assessment 13. United States.........cccocuuee.
Obligations and all Non-guaranteed Obligations 14. Canada

of Agencies and Authorities of Governments 15. Other Countries...................
and their Political Subdivisions 16. Totals......ccoovviriirninicnins
17. United States.........ccccovvenee.
Public Utilities 18. Canada
(Unaffiliated) 19. Other Countries...........c.......
20. Totals......cconivririinininiiniaas
Industrial and Miscellaneous and 21. United States..........cccocveunn
Credit Tenant Loans 22. Canada.......cccovwmrermerernninns
(Unaffiliated) 23. Other Countries...........cc......
24, Totals....ocoveeiiiiisiieinns
Parent, Subsidiaries and Affiliates 25. Totals
26. Total Bonds... ..43222522 |.... ...43,426,879

PREFERRED STOCKS 27, United StAteS......cvvcveriieriens [ [ e
Public Utilities 28. Canada
(Unaffiliated) 29. Other Countries..
30. TotalS. ..o
31 United States
Banks, Trust and Insurance Companies 32. Canada
(Unaffiliated) 33, Other COUNMIES. ....cueviiiiieies | ereiiiiiiiesieiesssisrssssssessssesens | arsesssssssessssessssesssssessssessessnss | sosessssssssssessessssessnssessnsessessees
34, Totals. ..o
35. United States
Industrial and Miscellaneous 36, CANAUA. ... cececereiieeieeiieires | eeereirees et etes | setetnee sttt | seebi ettt sttt ees
(Unaffiliated) 37. Other Countries......c..cco..uu.
38. Totals. ..o
Parent, Subsidiaries and Affiliates 39. TotalS.....ocomreerrrrersrisresraes
40. Total Preferred Stocks......
COMMON STOCKS 41. United States
Public Utilities
(Unaffiliated)

Banks, Trust and Insurance Companies
(Unaffiliated)

Industrial and Miscellaneous 50.
(Unaffiliated) 51.
52. 1,815,790 | oo 1,815,790 1,787,492
Parent, Subsidiaries and Affiliates 53, TotalS....coeeiriiieriiieriiees [ ereisieiiisenns 229,173,933 | 229,173,933 | 228,925,716
54. Total Common Stocks....... | ..cccovrierrinnnns 230,989,723 | ..o 230,989,723 230,713,208
55. Total Stocks......corermnmesmusnes | cevinieriiniiiinnns 230,989,723 | ..o 230,989,723 230,713,208
56. Total Bonds and Stocks....|.......c..cccc...... 274,212,245 | ..o 274,416,602 |....ccooovvvvrrnnen 273,946,294
Bonds and Stocks
1. Book/adjusted carrying value of bonds and stocks, prior year.............cccoe.en.. 162,501,589 7. Amortization of Premitum...........cceeviereenrnenese e 250,651
2. Cost of bonds and stocks acquired, Column 7, Part 3..........cccccovvvvvivereinnennns 725,183,903 8. Foreign exchange adjustment:
3. ACCrUal Of AISCOUNL.........cuivieeeieieieeeee ettt 121,483 8.1 Column 15, Part1......cccccvvvnnne
4. Increase (decrease) by adjustment: 8.2 Column 19, Part 2, Section 1.......
41 Columns12-14,Part1......cccoovvvvcerererene, 8.3 Column 16, Part 2, Section 2.......
4.2 Columns 15-17, Part 2, Section 1................. 8.4 Column 15, Part4........cccccceo... 0
4.3 Column 15, Part 2, Section 2......... 240,827 9. Book/adjusted carrying value at end of current period................. 274,212,245
44 Columns11-13,Part4........ccccvvvvevveereernne. (11,310) 229,517 10. Total valuation allowance.....
5. Total gain (loss), Column 19, Part 4 (334,514) 11. Subtotal (Lines 9 plus 10).... 274,212,245
6. Deduct consideration for bonds and stocks disposed of, Column 7, Part 4..... 613,239,081 12. Total nonadmitted amounts............cccccvvvevreennnes 117,864,424
13. Statement value of bonds and stocks, current year.. 156,347,821
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Statement as of December 31, 2006 of the Blue Care Network Of MiChigan

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

1 2 Direct Business Only
3 4 5 6 7 8
Federal Employees| Life & Annuity
Guaranty | Is Insurer Accident Health Premiums and Property/
Fund Licensed? & Health Medicare Medicaid Benefits Program Deposit-Type Casualty
State, Etc. (YES or NO)|(YES or NO) Premiums Title XVIII Title XIX Premiums Contract Funds Premiums
1. ANO i | s e | serrerenss et esees | eeseesress st ntenses | stesssnstess st anssessesteneas | seteenntese st st ensensrees
2. .NO..........
3. Arizona .NO..........
4. Arkansas .NO..........
5. California .NO..........
6. Colorado .NO..........
7. ConnectiCUt.........cccoevvverrererercrierenen. CT].... .NO..........
8. Delaware .NO.........
9. District of Columbia.. .NO..........
10, FIOTida. ..o .NO..........
TR €10 o - OO .NO..........
12, HaWali...ocecrecceccscnscse .NO.........
13, 1daN0. .. .NO..........
14, TNOIS.....vvevrvecrecerreisei e IL .NO..........
15, Indi@na.....ccocveeeeeieecr s IN .NO..........
16, JOWA...coicccccee e 1A]. .NO.........
17. Kansas .KS|. .NO..
18.  Kentucky.. KY .NO..
19. Louisiana. LA .NO..
20. Maine....... ..ME|.. .NO..
21. Maryland...... ..MD|.... .NO..
22. Massachusetts. MA]. ..NO..
23, Michigan........cccoueeneereinneeneineinneinineines MI|.... ..YES.... 1,473,479,499 |. ..37,641,675 |. ..51,507,018 |....
24, MiNNESOta........covvererrieriercreeeieieiians
25, MiSSISSIPPI......voevereireerriiieiseiseissieiens
26, MiSSOU...covrivereiereieiriesieceeseceiis
27. Montana
28. Nebraska
29, Nevada.......covmineeniineinieneieninnis
30.  New Hampshire.......cccooeveevenninins
31, NeW JErSeY....oovienrreeeienenennns
32, New MEXICO.......coceveuerrrerriiireicienns
33, NeW YOrK....ooveeeeereeeeis
34.  North Carolina.......c..ccoeoeveeereerervriernnnn.
35.  North Dakota........cccvverienrinrinincrninns
36, ORNI0...ciereeerrereeee e
37, OKIahoMa. ...
38, OrEgON....ceiveecreeeecee s
39.  Pennsylvania..........ccoevevrrrnirereiennns
40. Rhode Island.........cccocevververeirereciernnans
41.  South Carolina............ccoueevverrerieereeenn.
42, South Dakota..........cccveureermeeneenerneeinenns
43, TENNESSEE.......cvvemrierrrriirereereririenaens
44, TEXAS...coiveiererererriee e
45, UtaN.ceecee s
46. Vermont...
47, Virginia.....
48.  Washington..
49, West Virginia
50. Wisconsin....
51. Wyoming..
52.  American Samoa.
53, GUAM..cevieiceeeee e
54.  Puerto RiCO........cvvvurvnirririeiieieinns
55.  U.S. Virgin Islands.........cccccocrennrencenee
56. Northern Mariana Islands
57, Canada...........cccoooveverereerereieieiieans
58. Aggregate Other alien
59. Subtotal
60. Reporting entity contributions for
Employee Benefit Plans............ccccccvveeies [ coee XXXovoes | e D90, G I, 9,004,714 | oo | evereeree e eiesesnns | everssesesssesissssesessens | coetesestesesssenssssssaenans | ererereesetes e esennrenes
61. Total (Direct BUSINESS)...........ccrvuerrrreereres | conee XXX....... () - 1. 1,482,574,213 | ........... 37,641,675 |..coovvrircirinnnd (V) I 51,507,018 |....covevrcrririrnnnd (V1) [ 0
5803, s
5898. Summary of remaining write-ins for line 58 from overflow page.......... .
5899. Total (Lines 5801 thru 5803 plus 5898) (Line 58 above)........cccccveiveees | cevrrmrnnsrnnnrneineened [0 | o [0 oo | I SRR | I SRR 0

Explanation of basis of allocation by states, premiums by state, etc.

(a) Insert the number of yes responses except for Canada and Other Alien.
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Statement as of December 31, 2006 of the Blue care Network Of MiChigan

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL CHART

Blue Cross
ST Blue Shield
VAV of Michigan
® ®

A nonprofit corporation and independent licensee
of the Blue Cross and Blue Shield Association

SUBSIDIARY & AFFILIATE ORGANIZATION CHART

BLUE CROSS AND BLUE SHIELD
OF MICHIG AN
EIN 38-2069753
NAIC 54291, Group 572

Accident Fund Insurance
Company of America
EIN 38-3207001
NAIC 10166, Group 572

Health Care Exchange,
LTD.
d/b/a DenteM ax
EIN 38-2612298

LifeSecure Insurance
Company
EIN 76-0800811
NAIC 12606, Group 572

Michigan Health
Insurance Company
EIN 20-0547500
NAIC 11946, Group 572

Blue Care Network
of Michigan
EIN 38-2359234
NAIC 95610, Group 572

Blue Care of Michigan,
Inc.
EIN 38-2536979
NAIC 52037, Group 572

Blue Cross and
Blue Shield of
Michigan Foundation
EIN 38-2338506

Accident Fund General
Insurance Company
EIN 20-3058200
NAIC 12304, Group 572

BCN Service
Company
EIN 38-3134881

Verde Financial
Corporation
EIN 20-1420821

Columbia Universal
Life Insurance Company
EIN 75-0956156
NAIC 77720, Group 572

Accident Fund National
Insurance Company
EIN 20-3058291
NAIC 12305, Group 572

M -C ARE
EIN 38-2649504
NAIC 95449, Group 572

M -CAID
EIN 32-0026448
NAIC 11557, Group 572

United Wisconsin
Insurance Company
d/b/a United Heartland

EIN 39-0941450
NAIC 29157, Group 572

Blue Care Network*
Stop-Loss and Casualty
Self-Insurance Trust
EIN 38-6561862

Blue Care Network*

Medical Malpractice

Self-Insurance Trust
EIN 38-6561861

*Blue Care Network of Michigan participates in these Trusts for self-insurance purposes.
Subchart Schedule Y as of 12/31/06

Updated by BCBSM Corporate Administration
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